Calendar No. 406 


84TH CONGRESS SENATE REPORT 


1st Session 


SUSPENSION OF CERTAIN IMPORT TAXES ON COPPER 


June 1 (legislative day, May 2), 1955.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 
together with 
MINORITY VIEWS 


[To accompany H. R. 5695] 


The Committee on Finance, to whom was referred the bill (H. R. 
5695) to continue until the close of June 30, 1958, the suspension of 
certain import taxes on copper, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 


PURPOSE 


H. R. 5695 would amend the act of May 22, 1951 (Publie Law 38, 
82d Cong.), as amended, so as to continue through June 30, 1958, 
the suspension of certain import taxes on copper imposed under 
section 4541 of the Internal Revenue Code of 1954 (formerly sec. 3425 
of the 1939 code). It would continue in effect the provision in Public 
Law 38 that the President shall revoke the suspension of the import 
taxes before the specified termination date if the average price of 
electrolytic copper, delivered Connecticut Valley, for any calendar 
month falls below 24 cents per pound. "The domestic market price 
of copper has averaged 30 cents per pound from March 1953 through 
January 1955. The current price is about 36 cents per pound. 


TARIFF STATUS 


Import taxes on copper have been suspended by congressional action 
almost continuously since the early part of 1947. Public Law 42, 
80th Congress, suspended these import taxes from April 30, 1947, 
through March 31, 1949; Public Law 33, 81st Congress, extended the 
suspension through June 30, 1950; Public Law 38, 82d Congress, 
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suspended the import taxes from April 1, 1951, through February 15, 
1953; Public Law 4, 83d Congress, amended Public Law 38 to provide 
for a continuation of the suspension through June 30, 1954; and 
Public Law. 452, 83d Congress, extended the suspension through 
June 30, 1955. Although congressional action for suspending the 
import taxes on copper did not become effective until April 30, 1947, 
practically all imports which entered during the war period were for 
Government account and were admitted free of the import taxes 
under other special authority. The import tex on the copper content 
of copper-bearing scrap metal also has been suspended by other 
legislative enactments continuously since March 1942; the last act, 
Public Law 678, 83d Congress, extended the suspension from June 30, 
1954, through June 30, 1955. 

The import taxes, the suspension of which would be continued with 
the enactment of H. R. 5695, apply to the copper content of copper- 
bearing articles, including ores and concentrates, copper matte, 
blister copper, refined copper, copper shapes and forms, copper- 
containing alloys (brass, bronze, bell metal, nickel silver, and phosphor 
copper), and copper content of chemicals. The copper content of 
copper sulfate and of composition metal which is suitable both in its 
composition and shape, without further refining or alloying, for 
processing into castings would continue to be subject to the import 
tax. 

The import tax on refined copper and on copper- -bearing ores, which 
represent the principal forms in which copper is imported, originally 
was 4 cents per pound as provided for under the Revenue Act of 1932 
(now sec. 4541 of the Internal Revenue Code of 1954). Asa result of 
concessions granted by the United States in the General Agreement on 
Tariffs and Trade (Geneva), the United States reduced this tax by 
50 percent, effective March 16, 1949, to the present rate of 2 cents per 
pound on the copper content. 


UNITED STATES SUPPLY AND REQUIREMENTS 


As indicated by data presented in the following table, United 
States requirements for copper, including withdraw als of copper for 
the strategic stockpile as well as consumption, have equaled more than 
half of the total world consumption in recent vears. Although the 
United States is also the world’s largest copper producer, its require- 
ments are so large that over one-third of the requirements (about 36 
percent in the last 3 years, 1952-54) have been imported. Principal 
sources of copper imports in the first 11 months of 1954 were Chile 
(45.0 percent), C anada (14.6 percent), Africa (16.1 percent), Mexico 
(8.7 percent), and Peru (4.0 percent). 

Copper is included in the stockpiling program of the United States 
as a strategic and critical material. 

During 1954, United States supplies (production, imports, and pro- 
ducers’ stocks) and requirements for copper (for industrial use and 
strategic stockpiling) were close to 10 percent below 1953 levels. 

Mine output declined in 1954 despite the opening of several new 
large mines because of voluntary cuts in production by some large 
companies near the beginning of the vear and because of work stop- 
pages owing to labor disputes ‘later in the year. (Similar curtailments 
in copper production occurred in Chile.) In the United States the 
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reductions in production in August, September, and October because 
of the strikes led the Government to assist inadequately supplied con- 
sumers both by release in October of substantial quantities of copper 
accumulated by the Government under the Defense Production Act 
and by the diversion of additional quantities scheduled for delivery to 
the Government in October, November, and December. 

Although substantial quantities of copper (including 100,000 tons of 
accumulated stocks of Chilean copper purchased in May) were pur- 
chased by the United States for the strategic stockpile, this was not 


sufficient to offset the decline in industrial consumption of copper in 
1954. 


Copper imports in 1954 were about 10 percent below those of 1953. 


Unmanufactured copper: World consumption and production, and United States 
consumption, production, imports, and exports, in specified years 1935 (o 1954 


{1,000 short tons] 


Consumption | Production | United States trade 


| | | 3 ar | 

| E | United States Imports 

, | United унаач =- {or on- 
World | States: | Smelter aint 
ТРТ output Pri- Second- | m edi 

mary 1 | | tion 


Domes- 
tic 
| exports 


1935-39, average 
n —X— 


, 162 | 625 | 

038 ‚ 991 

070 ! 600 406 
491 | $63 503 
579 842 505 
601 | 758 384 
916 911 485 
097 931 458 
114 | 927 | 415 
274 | м3 | 429 
200 | 828 422 


2, 694 
2.807 | 
2, 503 | 
2, 980 | 
3, 171 


3,278 
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! Data are compiled from statistics on production, imports, and exports, and changes in producers’ and 
tonsiumers’ stocks, and represent approximate consufpption plus withdrawals for the strategic stockpile 
2 Represents smelter output from domestic ores, concentrates, mine-water precipitates, and tailings. 

rot available 


irtly estimated by applying to U. S. Bureau of Mines data for the previous year the percentage in 
ease shown by data in 1953 Yearbook, American Bureau of Metal Statistics 

* Preliminary. 

! Estimated from world production and changes in producer 

* Data for December estimated by 
quantity 


;' stock: 
assuming imports at averace monthly average of prece 
imported during January- November 1954 amounted to 534,000 short tons 
t Data for December estimated by assuming exports at average monthly av 
quantity exported during January-November 1954 amounted to 270 tons. 


Dou 


ding 11 months; 
rage of preceding 11 months; 
e: Consumption and production data from official statistics of the U, 8, Bureau of Mines, e 


1; imports and exports from official statistics of the U. S. Department of Commerce. 


DEPARTMENTAL REPORTS 


l'his legislation is endorsed by the Departments of Defense, Com- 
merce, State, and Treasury as shown in the following reports received 
by the chairman: 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND PUBLIC AFFAIRS, 


Washington 25, D. E. May 16, 1955. 
Hon. Harry FLoop BYRD, 


Chairman, Committee on Finance, 
United States Senate. 
| Dear Mr. CuarrMan: Reference is made to the request of your committee for 
tàe views of the Department of Defense on H. R. 5695, a bill to continue until the 
Close of June 30, 1958, the suspension of certain import taxes on copper. 
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It should be noted that the proposed legislation would extend the suspension of 
certain import taxes on copper for a period of 3 years, rather than for the usual 
l-year period. 

At the present time, supplies of domestic copper are sufficient to meet military 
requirements, However, large quantities of foreign copper must be imported to 
meet combined military and industrial needs. 

Therefore, in consideration of the above, the Department of Defense has no 
objection to the enactment of the proposed legislation. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report to the Congress, 

Sincerely yours, 
Ricwarp A. BuppEKE, 
Director, Legislative Programs, 


THE SECRETARY OF COMMERCE, 
Washington 25, D. C., May 18, 1955, 
Hon. Harry F. BYRD, 
Chairman, Committee on Finance, 
United States Senate, Washington 25, D. C. 


Dxang Mr. CuarrMan: This is in reply to your request of May 10, 1955, for 
the views of this Department with respect to H. R. 5695, an act to continue until 
the close of June 30, 1958, the suspension of certain import taxes on copper. 

' This Department recommends enactment of this legislation. 

At the present time, we are faced with a short supply of copper raw materials, 
and an unprecedented demand for copper from the automotive and durable goods 
industries. ‘To meet the supply situation domestic industry normally imports 
more than one-fourth of the copper which it consumes. The attached table gives 
the statistics on domestic production and import for the year 1954 and the first 
quarter of 1955. It appears that domestic requirements for copper will increase 
and that domestic production cannot be increased correspondingly. Failure to 
continue the suspension of import duties would not only result in an increase in 
the price of foreign copper to domestic users but might also result in a loss of 
imports. In fact, at the present time, imports have decreased to some extent 
due to the higher European market. Where the need for large quantities of foreign 
copper is so apparent, it is believed to be essential to encourage the flow of imports 
by suspending the tariff. This is especially true since the suspension can have no 
possible adverse effect upon the domestic industry, which has been incapable of 
producing sufficient refined copper to meet current domestic needs, 

The provisions of the present law which H. R. 5695 would extend appear to 
have sufficient safeguards against a reduced demand. И demand falls, the price 
of copper likewise would fall. If the price goes below 24 cents per pound the tariff 
would be reimposed automatically by administrative action. 

For these reasons we recommend enactment of H. R. 5695. 

We have been advised by the Bureau of the Budget that it would interpose no 
objection to the submission of this letter. 

Sincerely yours, 
WALTER WILLIAMS, 
Acting Secretary of Commerce. 


Supply of refined copper 


[Thousands of short tons] 


1954 
1 ————— —— 4955, let 


| | tart 
Ist м | за 4th 1954 | Quare 
quarter ! | quarter ! | quarter ! | quarter ? 


'Total production and imports 


Production, domestic ores and scrap 222 | 1, 032 
FOgn QUID. Lo coessenangédentseb ne oem 97 365 
Imports of refined 67 


Foreign copper 119 | 7 3 ! у 105 
Percent of total > ь р. 21.8 


1 Actual reported data. 
Estimated by the Copper Division. 
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DEPARTMENT OF STATE, 


Washington, May 11, 1956. 
Hon. Harry F. BYRD, 


Chairman, Committee on Finance, 
United States Senate. 


Dear SenaTOoR Byrp: I refer to your letter of May 10, 1955, transmitting for 
the views of the Department of State a copy of H. R. 5695, to continue until the 
close of June 30, 1958, the suspension of certain import taxes on copper. 

The requirements of the United States for copper, including defense and stock- 
piling requirements, substantially exceed domestic production. At current high 
prices for copper it does not appear that the tax is necessary for the protection of 
American producers. Under the proposed legislation the tax would apply at 
prices below 24 cents per pound. The interests of American producers would, 
therefore, seem adequately protected under a 3-year extension. 

Reinstatement of the copper tax when it is clearly unnecessary for the protection 
of domestic producers would, however, have an adverse effect on our relations with 
friendly foreign countries, principally Chile, which export copper to us. 

The Department, therefore, supports the enactment of H. R. 5695. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 


TunusroN B. Morton, 


Assistant Secretary, 
(For the Acting Secretary of State) 





TREASURY DEPARTMENT, 
GENERAL COUNSEL, 


Washington, D. C., May 18, 1955, 
Hon. Harry F. BYRD, 


Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 


Mr Dear Mnr. CnainMAN: Reference is made to your letter of May 10, 1955 
requesting a statement of this Department's views on H. R. 5695, to continue 
until the close of June 30, 1958, the suspension of certain import taxes on copper 
You stated that if the Department's views are the same as those expressed in а 
report to the Committee on Ways and Means, copies of that report would be 
satisfactory. 

This Department did not submit a written report to the Committee on Ways 
and Means on H. R. 5695. However, it did report on an identical bill, H. R. 
3202. "There are enclosed copies of the Department's report on H. R. 3202. 

Very truly yours, 


Davip W. KENDALL, General Counsel. 





Marca 8, 1955. 
Hon. JERE COOPER, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: Reference is made to your letter of February 2, 
1955, requesting a statement of this Department’s views on the bill (H. R. 3202) 
to continue until the close of June 30, 1958, the suspension of certain import taxes 
on copper. 

The proposed legislation would amend the act of May 22, 1951 (Public Law 38, 
82d Cong.), to continue until June 30, 1958, the suspension of the import taxes 
imposed by the Internal Revenue Code on articles other than copper sulphate 
and other than composition metal provided for in paragraph 1657 of the Tariff 
Act of 1930, as amended, which is suitable both in its composition and shape, 
without further refining or alloying, for processing into castings, not including as 
castings ingots or similar cast forms. The present suspension will terminate on 
June 30, 1955. 

It is suggested that the bill also provide for the substitution of “section 4541 
of the Internal Revenue Code of 1954" for “‘section 3425 of the Internal Revenue 
Code" in both places where the latter appears in the act of May 22, 1951. 

This Department anticipates no unusual administrative difficulties under the 
proposed legislation and would have no objection to its enactment. 
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The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 
Very truly yours, 






H. CHapMan Ross, 
Acting Secretary of the Treasury. 











LAW 





IN EXISTING 





CHANGES 





In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be ommitted 
is enclosed in black brackets, new matter is printed in italics, existing 

















law in which no change is proposed is shown in roman): i 
Аст or Max 22, 1951 (PvaBuic Law 38, 82р Соха.) tl 
i : D ; ge i In 
Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the import tax imposed under section 3425 of 
the Internal Revenue Code shall not apply with respect to articles (other than 
copper sulfate and other than composition metal provided for in paragraph 1657 
of the Tariff Act of 1930, as amended, which is suitable both in its composition and 
shape, without further refining or alloying, for processing into castings, not in- foi 
cluding as castings ingots or similar cast forms) entered for consumption or with- э, 
b. 





drawn from warehouse for consumption during the period beginning April 1, 1951, 
and ending with the close of [June 30, 1955] June 30, 1958: Provided, That wher 

for any one calendar month during such period, the average market price of 
electrolytic copper for that month, in standard shapes and sizes, delivered Cor 
necticut Valley, has been below 24 cents per pound, the Tariff Commission, within 
fifteen days after the conclusion of such calendar month, shall so advise the Presi- 















dent, and the President shall, by proclamation, not later than twenty days after at 
he has been so advised by the Tariff Commission, revoke such suspension of the out 
import tax imposed under section 3425 of the Internal Revenue Coce fori 
In determining the average market price of electrolytic copper for each caleni trei 
month, the Tariff Commission is hereby authorized and directed to base its find- : 
ings upon sources commonly resorted to by the buyers of copper in the usual | 
ext 


channels of commerce, including, but not limited to, quotations of the market 
price for electrolytic copper, in standard shapes and sizes, delivered Connecticut 
Valley, reported by the Engineering and Mining Journals’ “Metal and Mineral 
Markets." 
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MINORITY REPORT IN OPPOSITION TO THE EXTENSION 
OF THE SUSPENSION OF CERTAIN IMPORT TAXES ON 


COPPER, AS PROPOSED IN H. R. 5695, 84TH CONGRESS, 


IST SESSION 


The **one economic worlders" have made more progress during 1955 
than ever before in our history. They have succeeded in removing 


the last vestige of protection for the American workingmen and 
investors from the foreign low-wage standard-of-living workers. 


OPEN DOOR TO AMERICAN MARKETS 


The 84th Congress continued the open door to the American markets 
for the low-wage standard-of-living nations of the world through the 
3-year extension of the 1934 Trade Agreements Act 


CONGRESS’ CONSTITUTIONAL RESPONSIBILITY TO THE PRESIDENT 

It put the stamp of approval on the 1934 Trade Agreements Act, 
a transfer of the last important function of the legislative branch of 
our Government. to the executive branch—that of the regulation of 
foreign trade and our domestic economy— and the approval of trade 
treaties by a two-thirds vote of the Senate of the United States. 

It comes now with H. R. 5695, a bill already passed by the House, 
extending for 3 years the free trade on copper. 


THE DUTY SET BY CONGRESS, 1932 


In 1932 the Congress set a duty or excise tax on copper of 4 cents 
per pound. With copper selling for 6 cents per pound it meant an 
ad valorem tax of 66 percent. With a duty of 2 cents—set by the 
Geneva GATT—and copper at the present price of 36 cents, the duty 
would be 5% percent ad valorem if it had not been suspended. . The 
2 cents per pound amounting to the 5 percent ad valorem at the 
present price of copper is of no force and effect. 

That 1932 action by Congress, through the 4-cents-per-pound duty, 
pointed the way to more prospecting and exploration for the red 
metal and to new capital investments in the copper-mining field. 
The 1934 Trade Agreements Act abruptly changed the trend by 
removing the incentive for finding new deposits through prospecting 
and exploration. 

DUTY REDUCTION BY INFLATION 


During the intervening years 1932 to 1952, inflation cheapened the 
purchasing power of the American dollar by more than 65 percent, 
making it worth about $0.35, or roughly one-third of its 1934 value. 


Through this action alone the duty was automatically reduced by a 
further 65 percent. 
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During the same period taxes and the cost of doing business sky- 
rocketed by more than 500 percent, resulting in a controlled price in 
1952 of 24 cents per pound. The foreign price was 30 cents per pound 
and up. 

UNITED STATES-FINANCED COMPETITION 


The foreign or world price was boosted above our domestic price 
through our foreign monetary-aid program—we furnished foreign 
nations the money to bid against us for goods in the world market. 


UNIT PRICE MANIPULATION 


In 1954 the average domestic price for the year was approximately 
$0.29 per pound. At the same time the foreign price was $0.35. 
Early this year of 1955 the domestic price was boosted to $0.36 by 
the three major companies producing approximately 80 percent of the 
domestic supply. 
PRESIDENT CAN LOWER DUTY 


The President, under the H. R. 1 extending the 1934 Trade Agree- 
ments Act to June 12, 1958, can further lower the duty 15 percent 
during that period. 


CONGRESS ABANDONED ALL PRINCIPLE 


What does all of this erratic record mean? What does it add up 
to? It simply means that Congress has abandoned all principle in 
the regulation of the domestic economy and foreign trade. 

The Congress not only transferred to the President its constitu- 
tional responsibility to regulate the foreign trade and the national 
economy under article I, section 8, of the Constitution but set the 
example of wiping out all protection for the workingmen and investors, 
on a very important and necessary product. 

Copper is one of the most critical metals affecting our national 
security. 

WESTERN HEMISPHERE PRODUCED SECURITY 


Our security is not threatened through imports from South America. 


Any going-concern production in the Western Hemisphere can be ‹ 
protected. me 
SOUTH AFRICA COULD ENDANGER SECURITY c 

The South African potential is approximately 25 percent of the t 
2,750,000 tons of annual world production or about 700,000 tons, | T 
and cannot be protected. ў ir 
Our actual domestic production is 32 percent of the present world | si 
potential production, or about 900,000 tons. | tl 


LIVING ON A WAR ECONOMY 


We are living on a war economy; therefore the $0.36 per pound can 


be supported. sft 
Peru has a potential production of 200,000 tons per year at Toque- № dt 
pala in the southeastern corner of that nation near the Chilean № dt 
ta 
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border, within 2 years. She can reach 400,000 tons annual produc- 
tion within a reasonable time. 

Any letup of the present war pressure would result in a lessening 
of the demand with a consequent decreased world unit price, 


THREE MAJOR COMPANIES PRODUCE 80 PERCENT 


The 3 major domestic companies produce 80 percent, 7 companies 
produce 92 percent, and 25 companies produce 98 percent of the 
domestic supply. 

The seven companies are listed in the order of their production 
for 1953: 














Percent of 
Company ! Short tons | total United 
States 

| AN 

poo dau Ынсанда днд | O OE nia 

EN NUN eV A cies a a A A | 420,000. - 46 

ПИО дораб адні ньидн 224,000 24 

Anaconda Copper Mining Co..... оо мены pita ied 74, 000 5 
Inspiration Consolidated Copper Co. (Anaconda holds 28 percent of issued 

со c PEE PE s eee ы adea tiu E 40, 000 5 

Miami Copper Co. (including Castle Dome Copper Co., Inc.)............... 47,000 5 

МООИ созрева а олій на а ы Дан 25,000 3 

ОБН EORNM, DIA.LLLL. Lieu eeaeaepneebunioanno Eben ha ndeo tta trarre | 20, 000 2 

Vb Mi. c ripa il SEL ESPERE ERL NEIRE A a | 859,000 | 93 


! Individual company figures from Yearbook of the American Bureau of Metal Statistics, 1953. 


There were over 300 active copper-producing mines in the United 
States in 1953, most of them relatively small. The 25 largest mines 
produced 98 percent of the total copper. 

Two of the major companies, the Anaconda Co. and the Kennecott 
Copper Corp., bring in substantially all of the approximately 500,000 
tons of the annual imports of copper, mostly from Chile. 


NO NEW PRODUCERS 


Our own taxpayers contributed to the development of the South 
African copper production. Under the Geneva General Agreement 
on Tariffs and Trade and the action proposed by Congress extending 
the free trade on copper, any lull in foreign buying would send this 
cheap-labor-produced metal into this country in a large volume. 

Under the now existing situation with no duty on copper, or should 
this bill not pass, with the 2 cents per pound set by the Geneva GATT 
in the multiple-trade-agreements arrangement there can be no new 
individuals or companies enter the business of copper production, 
since the threat of foreign-produced copper coming in and destroying 
the investment would prevent such development. 


CONGRESS DESTROYED PRINCIPLE OF PROTECTION 


Congress has utterly destroyed the century-old principle of protec- 
tion of the workingmen and investors through the adjustment of the 
duties or tariffs on the basis of fair and reasonable competition—the 
duty making up the difference between the wage-standard of living, 
taxes, and cost of doing business here and in the chief competing 
country on each product. 


74002°—57 S. Rept., 84-1, vol. 2 
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GUARANTEED UNIT PRICE ONLY OTHER METHOD 


The only other method of inducing additional independent producers 
to invest 1n the business would be a long-range guaranteed unit price 
per pound so that such investments could be amortized. In a business 
requiring such large investments—maybe 40 or 50 million dollars and 
3 to 5 years’ time—a 20-year guaranty would not be too long. 


THIS NATION COULD BE SELF-SUFFICIENT 


If the present $0.36 per pound price could be established by the 
Government over a 20-year period with an escalator clause for infiation 
then well within a 10-year period we would be producing all of the 
copper this country could possibly consume. Our present annual 
consumption is approximately 1,500,000 tons. We might easily 
require 2 million tons annually within 20 years or less. 

The same general result could well be obtained through Congress 
reestablishing the principle of a flexible duty or tariff continually 
adjusted by the Tariff C ommission, an agent of Congress, on the basis 
of fair and reasonable competition. 


SECURITY OF THIS NATION 


Our security is not threatened through dependency upon Western 
Hemisphere sources. Such security would be seriously threatened 
through dependency upon South African production. 


ECONOMIC STRUCTURE THREATENED 


The proper growth of our economic structure can be seriously 
retarded through free trade with the low-wage мине of living 
countries wherever located, on products, such as copper, which can 
be produced in substantial amounts in this country. 


NO DUTY ON 60 PERCENT OF VALUE 


It must be remembered that we do not now have and never have 
had a duty or tariff on 60 percent of our imports in value. It has 
never been the policy of this Nation to place a duty on any imported 
article not produced here in substantial amounts. 


DIFFERENCE IN WAGE-STANDARD OF LIVING 


It has never been the policy of this Nation to place a duty or tariff 
on imports of more than the difference in the effective wage-standard 
of living, taxes, and the general cost of doing business here and in the 
chief competing country on each product. 


PROPER DUTY DOES NOT PREVENT IMPORTS 


Such a duty adjusted on the basis of fair and reasonable competition 
does not prevent imports, but does bring them in on our standard of 
living basis when needed. 
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GOVERNMENT IN BUSINESS 


In the absence of such à protection principle established by Con- 
gress no new investments will go into the production of any article or 
product needing a duty to equalize the labor, taxes, and general cost 
of doing business here and in the chief competing country. 

Practically the entire list of domestic copper mining companies have 
availed themselves of Government aid in some form—either a direct 
loan, a guaranteed unit price, or a short amortization period for their 
investment—or all three. 

The San Manuel Copper Corp., for example, secured a $94 million 
loan from the RFC and a $51 million short-term amortization. 

The Newmont Mining Co. owns a large number of shares in the 
Magna Copper Co. which is the parent company of the San Manuel 
Copper Corp. 

GOVERNMENT DOES NOT PAY DUTY 


The Government does not pay the duty on copper imported for the 
stockpile or for Government use—and if a private company imports 
the copper for national defense material purchased by the Govern- 
ment, the company pays the duty to the Government and then 
charges it back to the Government in the price for the finished product. 

The C ongress fell into the trap of suspending the copper 1932 duty 
through the Government importing the metal for its own use and for 
the stockpile following World War II. 

It was then argued in 1947 that since the Government was not 
paving the duty set by Congress in 1932 it should be suspended by 
a special act. 

Congress therefore suspended the duty in 1947 and has periodically 
extended the suspension since that time without reviewing the reasons 
for such suspension in the first place. 


CONGRESS DESTROYING SMALL BUSINESS 


Congress is destroying small business through its own action, while 
giving it lip service through official committees. Small business, 
defined for the purpose of this statement, as a business of such a size 
or such a nature that it cannot go behind the low-wage curtain and 


“> 


establish production and supply the American market. 


FAIR AND REASONABLE COMPETITION 


Without a firm long-range policy for protection on a fair and reason- 
able competitive basis with the rest of the world, there can be no 
incentive to search for copper deposits or any other kind of mineral 
deposit, and if a deposit of value were found under conditions as they 
exist today, it could not be financed except through Government aid, 
which means the small taxpayer foots the bill, of course. 


PRESENT POLICY REQUIRES GOVERNMENT ASSISTANCE 


Several large copper properties have been opened in the last 4 
years, but it can be safely said that none of them would have been in 
operation except through Government assistance. One of the largest, 
the San Manuel property in Arizona, received a loan for $94 million 
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and a guaranteed price for its production. The cost of opening a 
large mining property may run as high as $30,000 to $50,000 for each 
man employed, so it can be readily understood that private capital 
will not go into a venture of that kind without some guaranty that 
there will be no arbitrary meddling with the price on the part of Gov- 
ernment officials in the future, 












ARBITRARY ACTIONS—CONTROLLED PRICE 





The vagaries of international commodity prices are risk enough 
without arbitrary action by the Executive. In 1932 the price of 
copper was under 6 cents, reaching an alltime low along with several 
other metals. In 1951 and 1952 the price was controlled by the 
Government at approximately 24 cents although it reached a much 
higher price abroad. In 1954 the price was a little over 29 cents and 
today, in 1955, it is 35 cents although it has gone as high as 45 cents 
abroad. The price can be controlled at will by 4 or 5 of the world's 
big producers, so there is no reason why an investor, even though he 
is willing to take a gamble, would put his money into a small inde- 
pendent copper property. 
















DUTY INSIGNIFICANT IN PROCESSED PRICE 





It is argued by advocates of free trade that the imposition of the 
2-cent excise tax on copper would greatly increase the price of products 
bought by the ultimate consumer. An automobile is probably the 
largest item that an individual consumer would buy for his personal 
use and on the average it contains about 45 pounds of copper. At 
2 cents per pound excise tax, the cost would come to 90 cents. This 
would make very little difference to the buyer of a $3,000 car. 












TARIFF ON PROCESSED ARTICLES —FREE TRADE RAW MATERIALS 


The same is true when applied to many household items or items 
for personal use, such as lipsticks, compacts, cigarette cases and 
lighters, pencils, pens, etc. But the manufacturers of these items for 
personal use are very unhappy when any mention is made to remove 
all levies on the things that they make. 













SHOULD BE A TWO-WAY STREET 








It is argued that to remove the suspension of the excise tax would 
be an unfriendly act toward the countries who are the major exporters 
of copper to this country. These countries protect their own produc- 
tion through exchange permits, import permits, and the manipulation 
of the price of their money in terms of the dollar. 

The distress caused by a break in lead and zine during 1953 and 
1954 should serve as a lesson in handling copper. The price is high 
at the moment, but it can always break, with disastrous results to 
the industry and the Nation. 

A summary of the situation was well stated by an eminent mining 
engineer that an import fee was always needed due to the lower 
foreign standards of living—and one is needed today: 


1. Our domestic copper-producing industry is a national asset of first magni- 
tude—vital to the peacetime economy and to national security. To so maintain 
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it through the protection of an import tax is a well-established policy of the 
United States. Such protection was suspended temporarily only to meet an 
abnormal demand, the end of which is clearly in sight. 

2. Mines themselves, and mining communities, are uniquely susceptible to 
injury from shutdowns—even though resumption is hoped for. Valuable reserves 
may be lost forever. Vital exploration and development languish; payrolls 
shrink; dependent and related business stagnates. 

3. Future consumption, based on past experience and statistics, can be met 
by domestic mine production. Satisfaction of the war-created, pent-up demand 
which, with the Government stockpile, has required substantial imports over the 
last 4 years, has nearly been accomplished. In any event, the needs of the 
stockpile furnish no basis for opposition to the import tax. 

4. The existence of a tremendous surplus of foreign productive capacity, ard 
the history of what has taken place in the case of lead and zinc, provide assurance 
that, if for a period there should be a demand for copper which the domestic 
industry could not supply, it would be furnished to domestic consumers at a price 
never above the prevailing domestic price. 

The domestic copper-producing industry, its stockholders, its employees, 
its communities, and the States in which it operates all are threatened by a single 
important fact, a large potential surplus of foreign copper. That surplus is 
largely low-cost copper. The lower foreign costs are in substantial measure due 
to the lower standard of living of the foreign miner. "Those facts always have 


been thought in the United States to justify an import tex. "They justify one 
today. 


TWO WAYS TO REVIVE INCENTIVE 


There are only two ways to reestablish the incentive for prospecting 
and exploration for copper: First, through Congress reaffirming the 
principle of adjusting the duty on the basis of fair and reasonable 
competition, and, second, for the Government to establish a long- 


range guaranteed price per unit for the metal—perhaps 20 years at 
36 cents per pound. 
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HOUSING ACT AMENDMENTS OF 1955 
JUNE 1 (legislative day, May 2), 1955.—Ordered to be printed 


Мг. SPARKMAN, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany 5. 2126] 
TOGETHER WITH INDIVIDUAL VIEWS OF MR. BUSH 


The Committee on Banking and Currency, having considered the 
same, report favorably a committee bill (S. 2126) to extend and clarify 
laws relating to the provision and improvement of housing, the elim- 
ination and prevention of slums, the conservation and development of 
urban communities, the financing of vitally needed public works, and 
for other purposes, and recommend that the bill do pass. 


INTRODUCTION 


The Committee on Banking and Currency has held hearings on, and 
considered in executive session, the ета bills: S. 789, S. 1022, 
5. 1412, S. 1501, S. 1565, S. 1642, S. 1744, 5. 1766, and S. 1800. From 
these bills, and from amendments and suggestions received by the 
committee (including S. 2006 and S. 2045), an original bill was drafted 
by the committee and is herewith reported. 

The bill, as reported, is à comprehensive measure designed to extend 
and clarify laws relating to housing, to assist our people to acquire 
good homes, and to assist our communities to develop wholesome 
neighborhoods. In addition to general housing amendments, the bill 
provides programs in the areas of publie facilities loans, college 
housing, armed services housing, smoke elimination and air-pollution 
prevention, and farm housing. 
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HOUSING ACT AMENDMENTS OF 1955 


HOUSING AND MORTGAGE MARKETS 


According to the Federal Reserve Bulletin of May 1955, the number 
offnew private dwelling units started this year has been at a seasonally 


adjusted annual rate close to 1.4 million units. E 
he table below, from that publication, indicates the distribution of 


housing starts as between public and private, and vena FHA, VA, 
and conventional financing, for periods from 1950 through 1955. 


Non-farm-housing units started 


[Numbers in thousands] 


Percentage distribution of private 
units by type of financing 


Private Public | Federally underwritten | Conyen- 
—M иен tional 
or no 


FH A-in- V A-guar- mortgage 


sured anteed 


Annually: 
ciel lal 
1, 091 1, 020 
1, 127 1, 069 
1, 104 1, 068 
| GE: 1, 221 1, 201 
January to April: 
$ 412 407 t 3 3 56 
360 346 X 23 1 M , 
345 339 4 
422 419 : 22 | { anc 
dn 30 
NoTE.— Data are from the Bureau of Labor Statistics, Federal Housing Administration, and Veterans’ sim 
Administration. Federally underwritten refers to units started under commitments of FHA or VA to ` 
insure or guarantee the mortgages. to . 
ma. 


As the Federal Reserve Bulletin states, the increased volume of pro 
housing starts in 1955, compared with 1954, reflects chiefly a doubling ree 
in the number of units started under arrangements for Veterans' cur 
Administration guaranty. From the table, it will be noted that this mel 
category accounts for 28 percent of private housing starts this year, we | 
a much greater proportion than in any previous comparable period. F 

In referring to reports of both the FHA and the VA made available the 
to him, Dr. Arthur F. Burns, Chairman of the Council of Economic mur 
Advisers, says: Wit 

Certainly the reports do not suggest a generally overbuilt housing situation at be a 
this time, though a number of areas are indicated in which steps are needed to £006 
prevent an emergence of a serious problem * * *, In most areas finished houses freqi 
are moving promptly into the hands of buyers and * * * prices and rents are of } 
fairly stable. K 

í i : $ each 

In referring to statements that net family formation has fallen impr 
below the level of new housing starts, Dr. Burns says: sale: 

Net family formation is only one factor in the demand for housing * * *. The or in 
demand for housing is affected by changes in individual and family incomes, * * * the & 
family composition, * * * shifts of population, * * * intensity of the use of chatt 
existing dwellings, * * * tendency for older couples to retain their homes for па 
longer periods than formerly, by demolitions, and by the abandonment or con- title 
version of improvised dwellings that came into use during periods of acute housing IS 16 § 
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Dr. Burns refers to the authority of both the FHA and the VA to 
limit the issuance of insurance commitments so as to keep local 
building in line with demand. He concludes by saying: 

As of today my judgment is that the corrective measures that have been taken 
so far are adequate to meet the needs of the present situation. 

The committee agrees with Dr. Burns, however, that “it is neces- 
sary nonetheless to keep the whole problem under close and constant 
observation” and the committee intends to do so. 

FHA considers housing demand generally strong in the great bulk 
of the markets. In a few localities it has found evidence of housing 
surpluses, and the Administrator has taken the position that these 
should be dealt with as problems of the localities in which they may 
exist. In some 18 localities FHA has restricted its commitments. 
FHA has discretion to do this and to take other action to protect the 
Government’s and the homeowner’s investment in housing. The 
committee expects this to be done. 


TITLE I—GENERAL HOUSING AMENDMENTS 
FEDERAL HOUSING ÅDMINISTRATION 
EXTENSION OF TITLE I HOME REPAIR AND MODERNIZATION 


Title I of the National Housing Act, authorizing the FHA repair 
and modernization program, would expire under existing law on June 
30 of this year. The bill would extend title I for 5 years, which is 
similar to the most recent extension of the title from March 1, 1950, 
to July 1, 1955. The bill also increases from $2,500 to $3,000 the 
maximum amount of a home-improvement loan under the title I 
program. The $2,500 ceiling was established in 1934 and does not 
recognize the increases in the costs of home repairs which have oc- 
curred since that date. Although the committee received recom- 
mendations that the ceiling amount should be raised as high as $3,500, 
we believe that the $3,000 ceiling is adequate. 

FHA insurance for this type of credit encourages lenders to make 
the loans available to eligible borrowers, particularly in smaller com- 
munities, who might otherwise have difficulty in arranging loans. 
Without such insurance, credit for home-repair purposes would not 
be as readily available as consumer credit for other consumer durable 
goods, such as automobiles and appliances. In other fields, the dealer 
frequently receives credit support from the manufacturer. In the case 
of home-repair loans, however, manufacturers of building products are 
each likely to have a relatively small financial interest in the repair or 
improvement job done by the local firm. The manufacturer or whole- 
sale supplier is thus rarely interested in backing up credit for a repair 
or improvement job, especially when the largest cost item is labor at 
the site. Also, consumer items can normally be made subject to a 
chattel mortgage and can be repossessed, while items financed under 
title I become part of the house and cannot be repossessed. Neither 
is it generally practical in the case of a repair loan to go through the 
expense of obtaining real-property mortgage security. For these rea- 
sons home repair or improvement loans, in the absence of title I aids, 
would be unavailable to many borrowers, or else be available only at 
much higher interest rates or fees. 
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HOUSING ACT 






INSURANCE AUTHORIZATION 





GENERAL MORTGAGE 


Earlier this year, the Congress enacted legislation increasing the 
FHA general mortgage insurance authorization by $15 billion. This 
committee's report on that legislation (S. J. Res. 42) indicated that 
such increase was recommended to permit continuation of FHA mort- 
gage insurance operations on a temporary basis until the Congress had 
an opportunity to consider an increase in sufficient amount to cover 
operations for the next fiscal year. "This bill would provide that in- 
crease. It would authorize FH A mortgage insurance up to the aggre- 
gate of outstanding insurance liability and commitments on June 30, 
1955, plus $4 billion. The amount of unused authorization under ex- 
isting legislation remaining on June 30, 1955 (estimated at $600 mil- 
lion), would be merged with the new additional authorization. Thus 
the actual increase in authorization provided by the bill would probably 
not exceed $3,400 million. 

Administration estimates of operations during the 1956 fiscal year 
predict a gross use of the general mortgage insurance authorization 
totaling about $7,400 million. After allowance for return of authoriza- 
tion through expiration of commitments, scheduled repayments on 
insured mortgages, and prepayments of such mortgages, the net use 
of such insurance authorization during that fiscal year is estimated at 
approximately $4 billion. 


HOUSING 





COOPERATIVE 


The bill contains provisions designed to reactivate the cooperative 
housing program. This program, authorized by the Congress in 
1950, provides special mortgage insurance advantages to cooperatives 
organized to build and operate housing for occupancy of their members, 
or to construct homes for their members. It was a successful program 
for the middle-income group, and almost 300 projects, containing a 
total of more than 32,000 dwelling units, were built. However, since 
the enactment of certain restricting provisions in the Housing Act of 
1954, this program has virtually ceased, except for projects covered 
by prior commitments. 

The committee believes that one of the principal obstacles to the 
success of this program is an amendment enacted last year which had 
the effect of reducing the maximum amount of the mortgage eligible 
for insurance. This amount had previously been determined on the 
basis of the estimated “replacement cost" of the project. The 
amendment changed this basis to estimated “value.” This bill 
would return to the use of “replacement cost” in determining maximum 
mortgage amount. 

As a second step to make this program operative, the bill would 
authorize the Federal National Mortgage Association to make ad- 
vance commitments to purchase cooperative housing mortgages in a 
total amount not to exceed $50 million. Not more than $5 million 
of this special authorization could be made available in any one State. 

Another amendment would permit cooperative housing groups to 
use cooperative housing mortgage insurance to acquire Government- 
owned housing being disposed of under other provisions of law. 

It is the committee's intention that the Federal Housing Adminis- 
tration take affirmative action to make this program operative and 
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effective, to expedite it, and to eliminate administrative obstacles. 
'The committee also requests the FHA to make every effort, through 
its regulations, procedures, and other actions, to encourage the forma- 
tion of genuine consumer-sponsored cooperatives. ‘The purposes of 
this program can be best realized in cases where the cooperatives, from 
their inception, consist of members who actually intend to occupy the 
units to be constructed and who join the cooperative for that purpose. 


MORTGAGE INSURANCE FOR HOUSING IN URBAN RENEWAL AREAS— 
SECTION 220 


The National Housing Act provides for a special mortgage insurance 
program to assist the construction and rehabilitation of housing lo- 
cated in urban renewal areas. ‘This is designed to assist municipalities 
in eliminating and preventing the spread of urban slums and blight. 
Although there has been general interest in the program by builders 
and lenders, it has not produced any housing. "Testimony before the 
committee shows that one of the principal obstacles is the use of 
"estimated value" as the basis for determining a maximum mortgage 
amount. Under the “estimated value” concept, the FHA has been 
unwilling to recognize the ultimate value of a project constructed in 
the midst of a blighted area, even though such area is planned for 
eventual rehabilitation. This bill would provide that the maximum 
mortgage amount be computed on the basis of the “estimated replace- 
ment cost." Under this concept, the committee hopes that the pro- 
gram can begin to serve the purpose for which it was created. 


MORTGAGE CEILINGS FOR MULTIFAMILY HOUSING 


The bill would clarify the present mortgage limitations in the 
National Housing Act with respect to multifamily projects. "The act 
now makes a $5 million mortgage limitation generally applicable to 
all such projects with private sponsorship. Although the statute 
technically appears to apply only to the maximum mortgage amount, 
the committee has been informed that the underlying congressional 
intent has been variously interpreted by different persons or groups. 
It is important that the limitation in the law be definite and firm, 
but realistic in terms of present costs and the tvpe of project to be 
undertaken. ‘The limitation would be increased to $12,500,000 to 
conform to estimated increases in. building construction costs since 
the limitation was first imposed. On the other hand, the limitation 
would be applied both to each individual mortgage and to the total 
amount of commitments outstanding at any one time under each 
section of the act with respect to projects in the same housing market 
area which involve the same mortgagor (or mortgagors under sub- 
stantially the same control). The limitation would not apply to two 
or more mortgages, even though the sponsors were the same and the 
structures on contiguous sites, if the mortgages are not simultaneously 
in the commitment stage (that is, the stage prior to the completion 
of the project and final асани of the mortgage for insurance). 
In such cases, no additional commitments would be made available 
until the marketability of such units had been established by the 
response to the previous project. 


а вазама аг 


2 
1 
i 


6 ш 


IME Ib 5< 





6 HOUSING ACT AMENDMENTS OF 1955 


In the case of mortgage insurance under section 220 of the National 
Housing Act for dá amily projects in urban renewal areas, the 
mortgage limitation would be $50 million. "This is the same amount 
now provided elsewhere in section 220 and in the act (covering the 
regular FHA insurance for rental housing) where the mortgagor is а 
pem body or subject to certain supervision under State or Federal 
aw. 
PARKS FOR MOBILE HOMES 


The bill would make FHA mortgage insurance under the regular 
multifamily housing program available for mortgages on mobile home 
courts or parks. These mortgages would be limited to $300,000 per 
mortgage and $1,000 per mobile home space. This mortgage insur- 
ance would not relate to the mobile homes, but to the land, utilities, 
and other improvements where the mobile homes are to be located. 

Testimony presented to the committee states that there are some 
1,200 mobile home parks and that about 2 million persons live in 
trailers or mobile homes. It has also been represented to the com- 
mittee that almost 85 percent of all mobile homes are designed 
primarily for semipermanent park use. They are often used by mili- 
tary personnel, industrial and agricultural workers, and retired 
couples. It has also been explained to the committee that there is 
a need for adequate trailer parks and for mortgage insurance to assist 
their financing. The requirement of law that the project covered 
by the mortgage be “economically sound’ would apply to an insured 
mortgage on a trailer park, and it is expected that FHA will impose 
such additional requirements and standards as necessary to assure 
that mortgage insurance for these parks will improve the living 
conditions of the occupants of mobile homes. 


EXTENSION OF TITLE IX OF NATIONAL HOUSING ACT FOR DEFENSE AREAS 


The bill would extend title IX of the National Housing Act, and 
certain other special aids for critical defense housing areas, for | 
year on a standby basis. This continues the present status of these 
aids, which requires special action by the President for each new 
project undertaken. Although these authorities have been used to 
only a small extent during the last year, the committee believes that 
they should continue to be available for any new defense need which 
might arise. 

MISCELLANEOUS FHA AMENDMENTS 


Settlement of certificates of claim.—The bill contains an amendment 
which would enable the FHA to make final settlement of certificates 
of claim held by mortgagees, and refunds to mortgagors, at any time 
after the FHA sells or transfers title to sales housing, acquired by 
FHA in cases of defaulted mortgages. The provision would apply to 
mortgages insured pursuant to commitments for insurance issued on 
or after July 1, 1955. Also, if the mortgagee or mortgagor consents, 
the provision would apply to mortgages insured pursuant to commit- 
ments issued prior to that date. It would carry out a recommenda- 
tion made by the General Accounting Office for the purpose of saving 
personnel expenditures and other administrative expense. 

Section 221.—The bill contains two further amendments which 
relate to the mortgage insurance program for families who leave 
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urban renewal areas. First, the bill would remove the cost certifica- 
tion requirements from mortgages on single-family homes under this 
program. "This is the only section of the National Housing Act 
where cost certification is now applicable to housing built for sale. 
Cost certification does not properly apply to sales housing, because 
the profit of the builder is determined by the sales price rather than 
the maximum amount of the mortgage established bv FHA. Second, 
the bill would broaden the category of families eligible for occupancy 
in housing assisted under this program. Under existing law, these 
families are limited to those “displaced” from urban renewal areas. 
The bill would permit families to be eligible who voluntarily leave 
the urban renewal areas. 

Small rental or cooperative projects.—By regulation, the FHA permits 
projects to obtain id benefits of the cooperative and regular rental 
housing programs only if each project has 12 or more units. The 
bill would specifically authorize any project to be eligible if it has 
eight or more units, Such insurance would meet a real need in many 
cases without adding unduly to the FHA insurance risk involved. 

Transient use of multifamily housing.—Last year, the committee 
recommended and the Congress enacted, as part of the Housing Act 
of 1954, specific prohibitions against transient occupancy of multi- 
family housing covered by FHA mortgage insurance. Certain excep- 
tions were made for resort areas. It was not the committee’s intention 
that this exception be applied to large cities or metropolitan areas 
which are only incidentally resort areas, and the FHA is requested 
to limit its application of the exception accordingly. 


FEDERAL NATIONAL MORTGAGE ÅSSOCIATION 
CAPITAL CONTRIBUTIONS BY MORTGAGE SELLERS 


The Housing Act of 1954 rechartered the Federal National Mortgage 
Association with substantial changes in its authority and with pro- 
vision for the eventual substitution of private capital for Government 
investment in its secondary market operations. The Association 
was required (under its regular secondary market. operations) to 
accumulate funds from private sources by requiring each mortgage 
seller to make a capital investment equal to not less than 3 percent 
of the unpaid amount of the mortgages sold to the Association, or 
such greater amount as the Association determined. These provisions 
have resulted in only a small investment of private capital. This 
bill would reduce the required investment from 3 percent to 2 percent 
in the hope of inducing more private investment. 


OTHER FNMA AMENDMENTS 


The bill would amend the charter of FNMA to require that the 
mortgages purchased by it in its regular secondary market operations 
must be purchased at prices which are on a uniform national basis. 
The committee believes that similar mortgages purchased by the 
association from various areas should be purchased at the same price, 
80 that lenders and home purchasers in all areas of the country will be 
treated equally. 
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HOUSING ACT AMENDMENTS OF 1955 


Stum CLEARANCE AND URBAN RENEWAL 
CAPITAL GRANT AUTHORIZATION 


Under the provisions of the Housing Act of 1949, capital grants in 
the aggregate amount of $500 million were authorized to assist in 
carrying out the slum clearance and urban redevelopment program, 
and this capital grant authorization was made available for the broader 
urban renewal program under the Housing Act of 1954. The bill 
would increase that authorization by an additional $212,500,000 to 
be made available on July 1, 1955, and another $212,500,000 to be 
made available on July 1, 1956. Also, the President would be 
authorized to increase the authorization at any time or times by not 
to exceed $100 million. 

By June 30 of this year, the entire $500 million capital grant author- 
ization undoubtedly will be committed, including the $50 million 
reserve for overruns. By December 31, 1955, it is estimated that 
‘apital grants in the aggregate amount of $585 million will be com- 
mitted, of which $60 million will represent a reserve for overruns. By 
June 30, 1956, a total of $700 million will have been committed under 
the present program, of which $70 million will constitute a reserve 
for overruns. The Housing and Home Finance Agency advises that 
thereafter the commitment of capital grants will increase at a more 
rapid rate. The scope of the present program and the anticipated 
inerease in the number of municipalities that will participate will 
accelerate capital-grant commitments to the point that about $1 
billion of capital grant authorization would be fully committed by about 
June 30, 1957 (an additional $25 million would be added to this amount 
for the purpose explained below under “Use of blighted vacant areas 
for industrial purposes"). 

The need for legislation at this time providing for the additional 
authorization required for use over a period of more than 2 vears 
arises out of the type of program involved. Many months of pre- 
liminary work are required to develop an urban renewal project. In 
order to participate, the local community must make long-range plans 
involving such matters as establishing and maintaining an appropriate 
urban renewal organization, making surveys, preparing plans, revising 

capital improvement programs, and providing funds. For these 
reasons, local communities need assurance that capital-grant funds are 
authorized and will be available at the time needed. Even planning 
advances for a project are not normally made unless there is available 
adequate capital grant authorization to cover the project. "The addi- 
tional authorization is thus essential to enable local communities to 
commence and carry out necessary preparatory activities and to keep 
the urban renewal program moving forward. 


LIMITATION ON CAPITAL GRANT AUTHORIZATION FOR ANY ONE STATE 


Under existing law, not more than 10 percent of the total capital 
grants authorized may be expended in any one State, except that an 
additional $35 million may be allocated for use in States where more 
than two-thirds of the amounts they could otherwise receive have 
been legally obligated. It should be noted that this amount is part 
of, and not in addition to, the amount of capital grants to be author- 
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HOUSING ACT AMENDMENTS OF 1955 9 


ized. The bill would raise the present $35 million amount to $70 
million. Your committee has been advised that by June 30, 1955, 
the existing amount will be insufficient to cover needs in several 
States. 


USE OF BLIGHTED VACANT AREAS FOR INDUSTRIAL PURPOSES 


Under existing law applicable to the slum clearance and urban 
renewal program, land which is not predominately residential in 
character cannot (except for a very limited type of case) be developed 
for industrial or other nonresidential use. Also, if the land is open 
(as distinguished from “predominately open’’), capital grants cannot 
be made. The committee is informed that there are open or pre- 
dominately open blighted areas which could be developed for industrial 
uses to conform to sound planning principles. These areas are 
typically adjacent to railroads or industrial property and were platted 
for residential uses in past years but were never developed. The bill 
would permit financial assistance to be extended for the development 
of these areas for industrial use. The local public agency must deter- 
mine that such redevelopment is necessary and appropriate to facilitate 
the proper development of the community in accordance with soum | 
planning standards. Also, standard housing must be made available 
to any families displaced by such projects, and these families must be 
otherwise assisted as may be necessary in connection with their 
relocation. Not more than 5 percent of all funds allocated to any 
local public agency under title I could be expended for its projecis 
under this new authority. 

To provide funds for this type of project, without diverting funds 
from types now authorized, an increase has been made in the capital 
grant authorization. The total additional provided in the bill is 
$525 million, or $25 million above the amount necessary for types of 
urban renewal projects now authorized. 


PurLIC HOUSING 


EXTENSION OF AUTHORITY TO ASSIST COMMUNITIES UNDERTAKING 
LOW-RENT HOUSING 


Following very extensive and thorough studies and hearings bi 
this committee and by other committees of the Congress, the Housing 
Act of 1949 was enacted with provisions authorizing a program of 
financial assistance for 810,000 low-rent public housing units to be 
built, owned, and operated by local public bodies. A limit of 135,000 
dwelling units & year was imposed. In the last few years further 
limitations have been imposed which, in effect, continue the program 
on a year-to-year basis for a presc ribed number of units each year. 
The current authorization of contracts for an additional 35,000 units 
expires on June 30 of this year. 

The committee determined that the annual rate of 35,000 units is 
unrealistic in terms of need. For example, the mayor of Philade Ура 
testified that his city alone needed 70,000 units just to house the 
low-income families who were living in slum sections in 1950. Also, 
the committee believes that the provisions of existing law, which 
restrict additional public housing to the number of families displaced 
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by slum clearance and urban renewal or other governmental actions, 
should be repealed. Repeal of these restrictions is necessary to assist 
in meeting the urgent housing needs of other low-income families, 
including those (1) who leave the slums on their own initiative without 
being forced out as & result of governmental action, (2) who are 
displaced by private enterprise which is clearing a slum site on its 
own initiative, or (3) who are displaced as a result of fire or other 
catastrophe. 

Accordingly, the bill would authorize the Public Housing Adminis- 
tration to enter into new contracts for loans or annual contributions 
for up to 135,000 additional dwelling units during any fiscal year, until 
the original 810,000-unit authorization is exhausted. The unused 
amount of authorization now in effect for 1955 would be preserved 
and added to the 135,000 dwelling units authorized for fiscal year 1956. 

The bill contains a further amendment increasing, from 10 percent 
to 15 percent, the total amount of annual contributions or grants which 
can be expended for low-rent public housing in any one State. The 
10-percent limitation is too restrictive in the case of some States. 


HOUSING FOR ELDERLY FAMILIES AND SINGLE PERSONS OF LOW INCOME 


The bill contains special provisions designed to assist in meeting 
the housing problems of elderly persons of low income. With the 
increasing number of elderly persons, there is a growing need for recog- 
nizing their special problems in Federal assistance programs relating 
to housing needs and standards of living. Housing for elderly persons 
of low income, both families and single persons, is an important phase 
of the overall problem of assistance for the aged. The facilities of the 
low-rent housing program afford a very convenient and desirable 
vehicle, both administratively and legally, for helping to meet part of 
the housing needs of these families. The bill provides as follows: 

First, the United States Housing Act of 1937 would be amended so 
that “single persons 65 vears of age or over" would be eligible (on the 
same basis as families of 2 or more) for low-rent housing projects. 

Second, an occupancy preference, second only to that of families 
displaced by governmental action, would be given to elderly persons. 
The preference would be limited in any year to 10 percent of the esti- 
mated number of all families to be admitted to the low-rent housing of 
the particular local public housing agency involved. 

Third, with respect to all low-rent housing for elderly persons, 
the Public Housing Commissioner would be authorized to waive the 
existing requirement that eligible families must either come from 
unsafe, insanitary, or overcrowded dwellings or have been displaced by 
urban renewal or other governmental action. 

Fourth, a special authorization would be provided for projects 
containing low-rent housing reserved in whole or in part for occupancy 
by elderly persons. The Public Housing Commissioner would be 
authorized, with the approval of the President, to enter into contracts 
for annual contributions up to $3 million per annum in respect to such 
housing in fiscal year 1956 and in each of the 4 succeeding vears (in 
addition to contracts for annual contributions authorized by other 
provisions of law). The Commissioner would be authorized to com- 
mence the construction of not to exceed 10,000 dwelling units in each 
of the fiscal years, in addition to other units authorized. In respect to 
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dwellings assisted under this authority the local housing authorities 
would be required to give a first preference to elderly persons of low 
income under regulations prescribed by the Public Housing Com- 
missioner. These units would be designed specifically for occupancy 
by elderly persons and the construetion cost limitation per room 
would be waived in view of the smaller number of rooms per dwelling 
unit. 

Fifth, where low-rent housing is being operated in an area of acute 
housing shortage for elderly persons “of low income, local public 
housing agencies could be authorized to reconstruct or remodel such 
housing to provide dwellings for such persons without regard to the 
existing construction cost limitation per room. 

Sixth, the Public Housing Commissioner would be authorized in 
future assistance contracts, or in any renegotiated contracts, to permit 
elderly persons of low income in the low-rent housing program. 


LANHAM ACT AMENDMENTS 


Section 607 of the Lanham Act (Public Law 849, 76th Cong., as 
amended) contains the general authority for the disposition of the 
permanent war housing provided under that act, including all prop- 
erty, real or personal, acquired for or held in connection therewith. 
In such disposition, certain preferences are granted to occupants and 
veterans. The bill would amend that section by adding the following: 

In the disposition of any lands under this section which were acquired by the 
United States, the Administrator may, notwithstanding the order of preference 
provided in this section, grant a first preference to the former owners of such 
lands in the purchase thereof for such period and under such conditions as he 
may determine to be appropriate and in the public interest. 

The bill would also amend section 607 of the Lanham Act to provide 
that in the case of Project Indiana, 12021 (Southmore Heights), the 
terms of sale to any tenants and cooperative which is a preference 
purchaser shall not require a down payment. In prescribing certain 
terms of sale under the existing section 607, the section does not 
prescribe any downpayment, but does provide that— 
in the case of projects initially programed as mutual housing communities under 
the defense housing program, the terms of sale shall not require a downpayment. 


The bill would thus place the above project in the same category in 
this regard as the projects initially programed as mutual housing 
communities. 


Home Loan Bank BOARD 


ESTABLISHMENT OF FEDERAL HOME LOAN BANK BOARD AS AN 
INDEPENDENT AGENCY IN THE EXECUTIVE BRANCH 


This bill would remove the Home Loan Bank Board, including the 
Federal Savings and Loan Insurance Corporation, from the Housing 
and Home Finance Agency and establish the Board as a separate 
independent agency in the executive branch of the Government. 


The name of the Board would be changed to Federal Home Loan 
Bank Board. 


The Home Loan Bank Board w as the first of the existing agencies 
established by the Congress to assist in the financing of home construc- 
tion and purchase. From its creation, in 1932, until 1939 the Board 
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12 HOUSING ACT AMENDMENTS OF 1955 

was an independent agency. In 1939, it was made a part of the then 
Federal Loan Agency. In 1942, it became a part of the agency which 
is now the Housing and Home Finance Agency. The Board now 
operates under the general supervision and coordination of the Housing 
and Home Finance Administrator. 

The Board is essentially a regulatory agency. It exercises admin- 
istrative, legislative, and judicial powers somewhat analogous to those 
jerformed by the Federal Deposit Insurance Corporation and the 
Federal Reserve Board. It is, therefore, incongruous that it should be 
subject to the authority of the Housing and Home Finance Administra- 
tor to transfer funds and functions to other agencies within his juris- 
diction as is now provided by law. Most, if not all, comparable 
regulatory agencies have independent status, reporting directly to the 
Congress and to the President. The Federal Home Loan Bank 
System, furthermore, is a mutual institution, owned entirely by its 
members, although there is some contingent Federal liability as there 
is in the FDIC. No appropriation of Federal funds is made for its 


operation. 

























CHANGE IN AMOUNT OF REQUIRED STOCK SUBSCRIPTION BY MEMBER OF 
FEDERAL HOME LOAN BANK 


















The Federal Home Loan Bank Act, enacted in 1932, originally 


required that each institution eligible for membership in a Federal 
home-loan bank must subscribe to the stock of that bank in an amount 
equal to at least 1 percent of the aggregate unpaid principal of all the 
home mortgage loans held by such institution (but not less than 
$1,500, which amount was later reduced to $500). That requirement 
was not changed further until 1950 when a new subsection 6 (1) was 
added to the act requiring an increase in the amount of stock sub- 
scription from 1 percent to 2 percent for the purpose of acquiring 
additional funds to enable the Federal home-loan banks to retire all 
Government stock holdings in these banks. All of the stock held by 
the Government in these banks has now been retired and there is no 
longer necessity for the higher stock ownership. Therefore, the bill 
would provide that the Board could determine the amount of required 
stock subscription, but that in no event could it be less than 1 percent 
nor more than 2 percent of the aggregate of the member’s home 
mortgage loans. However, it would be provided that this would not 
reduce at any time the amount of stock required to be held by a mem- 
ber below the amount required to be held as of the date of enactment 
of this bill. 

An additional safeguard which would avoid any substantial reduc- 
tion in the amount of stock subscriptions arises from the existing 
requirement in section 10 (c) of the Bank Act that at no time shall the 
aggregate advances by a Federal home-loan bank exceed 12 times the 
amount of bank stock held by the member institution. Any appre- 
ciable increase in demands by a member institution for advances 
from the bank would, in most cases, necessitate an increase above 2 
percent in subscriptions to the bank stock in order to maintain the 


required 12-to-1 ratio. 
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HOUSING ACT AMENDMENTS OF 1955 13 


RETIREMENT OF FSLIC STOCK HELD BY THE GOVERNMENT 


Another provision relating to the Home Loan Bank Board is the 
retirement of the capital stock which the Government holds in the 
Federal Savings and Loan Insurance Corporation. The Corporation 
would, within 60 days after the enactment of the bill, retire all its 
capital stock—amounting to about $66 million—by paying the par 
value of the stock to the Treasury, along with dividends accruing 
since the end of fiscal year 1954. 

In order to obtain funds for the retirement of the stock, the Cor- 
poration would, promptly after the enactment of the bill, issue its 
debentures to the Federal home-loan banks in a face amount equal 
except for rounding to multiples of $100) to the par value of the 
Treasury stock to be retired. The Federal home-loan banks would 
each purchase debentures in proportion to the amounts of their own 
outstanding stock. The debentures would bear interest at a rate 
determined by the FSLIC, after consultation with the Secretary of 
the Treasury, taking into consideration the rate being paid by the 
Treasury on outstanding marketable obligations having a maturity 
from date of issuance of not less than 30 nor more than 42 months. 
This average maturity of 3 years was chosen because it is expected 
that the debentures will be retired in somewhat less than 3 years. 

The debentures would be retired by applying 50 percent of the net 
income of the FSLIC to that purpose each vear. This is the same 
percentage as is being applied under present law to the retirement of 
the Government's stock in the FSLIC. In order to hasten the retire- 
ment of the debentures, thereby terminating the obligation to pay 
dividends, the annual premium rate charged by the FSLIC would be 
increased from one-twelfth of 1 percent of the accounts and obligations 
of the insured institutions to one-eighth of 1 percent until after the 
debentures are retired. The premium rate would, soon after the 
debentures are retired, automatically revert to one-twelfth of 1 
percent. 

It should be pointed out that the retirement of the Government- 
held FSLIC stock with the proceeds of debentures to be retired over 
a brief period, as provided in the bill, would avoid any permanent 
drain on the FSLIC reserves. This drain on reserves would not be 
avoided if the Government-held stock were merely replaced with 
stock or long-term debentures held by others who would receive a 
return therefore during an indefinite or lengthy period. 


TERMINATION OF BANK MEMBERSHIP 


The bill would amend the Federal Home Loan Bank Act so as to 
provide that any member institution may be removed trom member- 
ship if in the judgment of the Board the character of such institution’s 
management or its home-financing policy is inconsistent with sound 
and economical home financing or with the purposes of that act 

The Bank Act currently provides that no institution shall be eligible 
to become a member of a bank if in the judgment of the Board its 
financial condition is such that advances may not safely be made to 
it or if the character of its management and home-financing policy 
is inconsistent with sound and economical home financi ing or with the 
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provisions of the act. "There is, however, no provision for removal 
of a member institution on these grounds once the institution becomes 
a member of the Federal Home Loan Bank System. "The amend- 
ment provided by the bill would thus fill a gap in the statutory au- 
thority of the Board to terminate benefits to unsound institutions. | 
The bill also expressly provides that a Federal savings and loan la 
association may not voluntarily withdraw from membership. These à 
institutions are required by law to become members of a Federal 33 
home-loan bank. "The present law requiring these institutions to be is 
insured does not permit them to voluntarily cancel insurance of uA 
accounts by the Federal Savings and Loan Insurance Corporation. a 
INCREASE IN THE NUMBER OF ELECTED DIRECTORS IN CERTAIN е 
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The Federal Home Loan Bank Act presently provides for a board 
of 12 directors in each Federal home-loan bank. Eight directors 
are elected to each board by the members of the bank and four are 
appointed by the Home Loan Bank Board. The bill would permit 
the Board, in any district in which there are more than four States 
(that is, more than half the number of elected directors) to increase 
the directorate so that there could be as many as, but not more than, 
twice as many elective directors as there are States. 

Proper recognition cannot, in all cases, be afforded, because certain 
of the Federal home-loan bank districts, such as the Greensboro 
district, with 7 States and the District of Columbia, and the San 
Francisco district, with 9 States as well as Alaska, Hawaii, and Guam, 
contain so many basic units. At present, the Board in its regulations 
attempts to provide for each State to be represented on the board of 
directors of the bank of its district. In the case of the San Francisco 
district this is at present impossible and the Board has been com- 
pelled to adopt the method of treating two States as if they were one. Fo 
Furthermore, the present law so limits the elective directors that fair Fina 
consideration cannot be effected giving recognition to the relative mn 
finaneial importance of the institutions in the various States, while I tl 
recognizing representation for all States. opera 
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The present law requires that the Federal Savings and Loan Insur- 
ance Corporation charge (in addition to premiums) a fee as an initial 
payment for obtaining insurance coverage. That admission fee is 
now based upon the reserve fund of FSLIC and must constitute an 
equitable contribution to that fund. The bill would change that 
requirement to provide that lending institutions applying for insur- 
ance hereafter shall pay an admission fee as determined by FSLIC, 
taking into consideration the cost of processing the applications. 
This would carry out a recommendation of the General Accounting в. 
Office and make the admission fee requirement more consistent with Set 
general insurance operations. HHFA 
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Community Facruities ADMINISTRATION 
RESERVE OF PLANNED PUBLIC WORKS 


The bill would modify and extend the third public works advance 
planning program authorized by the Housing Act of 1954. The bill 
would make the following changes in the present law: 

(1) The Housing Administrator would be authorized to establish 
a revolving fund for the making of planning advances. In addition 
to the $10 million authorized to be appropriated by the Housing 
Act of 1954, there would be authorized to be appropriated to the 
fund $12 million, $12 million, and $14 million to be made available 
on or after July 1, 1956, 1957, and 1958, respectively. In addition, 
there are authorized such appropriations as may be necessary to main- 
tain not to exceed a total of $48 million in outstanding advances. 

(2) Advances outstanding to public agencies in any one State 
would be limited to not more than 10 percent of the aggregate then 
authorized to be appropriated to the revolving fund. Under the 
present law not more than 5 percent of appropriations may be ex- 
pended in any one State. 

(3) The July 1, 1957, expiration date for the present program would 
be eliminated. 

(4) As under the present law, local public agencies must agree to 
complete the plan preparation promptly and to repay advances when 
the construction of the public works is started. Provisions would be 
added to require a public agency to repay only proportionate amounts 
of advances when only a portion of the construction is undertaken by 
the local agency. 


TITLE II—PUBLIC FACILITY LOANS 


For 21 years the Public Agency Division of the Reconstruction 
Finance Corporation assisted muncipalities in financing public facility 
improvements, such as sewage and water distribution systems. Dur- 
ing this time, the program, aggregating more than $1.5 billion, was 
operated without loss to the Federal Government. U pon the dissolu- 
tion of the RFC, the authority for this program was specifically re- 
tained ,to be operated by an agency to be designated by the President. 
When such an agency was not designated, this committee recom- 
mended and the Congress approved legislation directing the Housing 
and Home Finance Agenc 'y to administer the program. However, in 
hearings this year the Commissioner of the Community Facilities 
Administration, HHFA, testified that only $2 million had been made 
available by appropriations last year for this program. He also 
stated that of 308 applications, only 7 had been processed and that 
most prospective applicants have therefore been discouraged. 

Title II is intended to revive this program on an operating basis. 
It creates a revolving fund not exceeding $100 million outstanding at 
any one time. The fund would be established and maintained by 
HHFA through borrowings from the Treasury at rates of interest 
established by the Treasury, taking. into consideration the current 
average rate on outstanding United States obligations of comparable 
maturities at the time of issuance. 
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The committee contemplates that the interest rate under this pro- 
am will be a rate not in excess of that required to cover costs of 
orrowed money, costs of administration, and a reasonable reserve 

for losses. 

The bill provides for a definite priority in administration to appli- 
cations of smaller municipalities (defined as those with less than 
10,000 population). Maturities would be limited to 40 years. 

Although it was proposed that a separate corporation be established 
to administer this program, the bill designates the Community Facili- 
ties Administration o the HHFA as the responsible agency. This 
specific designation is intended to constitute assurance that the pro- 
gram will not be neglected. 

In addition to the strong public interest indicated in this program 
through its sponsorship by 24 Senators, testimony shows clearly the 
need for the program, particularly in the Southern and Western 


States. 
TITLE III—COLLEGE HOUSING 


In 1950 Congress recognized the critical housing needs of students 
and teachers in colleges and universities all over the country. То 
help meet this need the Housing Act of 1950 inaugurated a program 
of long-term loans at low interest rates to provide funds for construc- 
tion of dormitories and residences. Due to the Korean conflict, the 
program did not become generally effective until 1953. 

Title III of this bill is intended to renew and invigorate this pro- 
gram. It expands the purposes of the loans to include such other 
revenue-producing educational facilities as cafeterias, dining halls, 
student centers, infirmaries, and other essential service facilities, but 
not including such items as gymnasiums or stadiums. It extends the 
program specifically to junior colleges and to educational or philan- 
thropic institutions established for the sole purpose of providing hous- 
ing or other educational facilities for students and faculty, The bill 
increases the total ceiling on such loans from $300 million to $500 
million. It fixes the rate of interest which the Housing and Home 
Finance Agency pays to the Treasury at 2% percent, or the average 
rate on all interest-bearing obligations of the United States, whichever 
is the higher. It fixes the rate which HHFA shall charge colleges at 
2% percent, or one-fourth of 1 percent more than that paid by HHFA 
to Treasury, whichever is the higher. It also provides that HHFA 
shall make loans only if the borrower cannot obtain equally favorable 
terms and conditions from private sources. The rates of interest 
established by the bill, in the judgment of the committee, should be 
adequate to provide a program without Federal subsidy, especially 
in view of the testimony that there has been an extraordinarily good 
repayment record on such loans. Mr. R. B. Stewart, vice president 
and treasurer, Purdue University, stated that even during the 1930's 
there was no record of any loss of principal on college housing loans. 

The committee's decision to strengthen the college housing program 
was influenced by several factors. Enrollment in our colleges in 1954 
reached an alltime high of 24% million. It is expected that by 1960 
enrollment will reach 3 million and by 1965, 4 million. This antici- 
pated gain is attributed to normal population growth accentuated by 
the high birthrate of the 1940’s. Present housing is entirely inade- 
quate to meet the needs for enrollment even for the immediate future. 
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A survey released on April 3, 1955, shows approximately two-thirds 
of the Nation’s degree-granting institutions in need of financial assist- 
ance. The survey revealed that at least one-half of the Nation’s 
colleges and universities are operating with deficits, ranging ón an 
annual average basis from $30,000 to $194,000. The 753 institutions 
surveyed were asked to express their need for funds in terms of pre- 
ferred usage, i. e., buildings, endowments, salary increases, scholar- 
ships, new equipment. All but one category of institutions indicated 
capital funds for buildings as the greatest need. Six-hundred and 
thirty institutions reported their need over the next 10 years for 
buildings, improvements, equipment, and maintenance to be over $2% 

billion, an average of over $4 million per institution. 
This bill will help public and private educational institutions meet 
these needs, without cost to the Federal Treasury 


TITLE IV—ARMED SERVICES HOUSING 
MORTGAGE INSURANCE 


The FHA has advised the committee that since the enactment of 
the Housing Act of 1954, no housing has been started under the pro- 
visions of title VIII (military housing) of the National Housing Act. 
{n order to revive an armed services housing program, the committee 
concluded that the most practical approach to this problem is to utilize 
more effectively the facilities of the armed services, private capital, 
and the FHA. 

In order to achieve the purposes of this program, the bill provides 
for a Special Assistant to the FHA Commissioner, whose sole responsi- 
bility will be to expedite operations under the armed services housing 
program. 

The bill would authorize the Secretary of Defense to enter into con- 
tracts with builders for the construction of housing for armed services 
personnel on lands owned or leased by the United States and situated 
on or near armed services installations. Contracts would be made 
with builders whose eligibility is determined by the Secretary of De- 
fense and the FHA. Contracts would be awarded to builders who 
submit the lowest acceptable bids on the basis of FH A-approved plans 
and specifications. 

The builder would finance the construction of the housing through 
mortgage borrowings insured by the FHA. After construction, the 
Secretary of Defense would assume responsibility for management and 
operation of the housing and would assign armed services personnel 
to this housing in the same manner as to other public quarters. The 
Secretary would assume the obligation of the mortgage. 

The aggregate amount of contingent liability outstanding at any 
one time under insured mortgages and commitments to insure under 
this program would be limited to $1,350 million. The duration of 
the program is 3 years. The Federal National Mortgage Association 
would be authorized to provide a secondary market for the mortgages. 

The bill also authorizes the Secretary of Defense to acquire by pur- 
chase, donation, or condemnation any unimproved land, and any 
existing housing covered by mortgages insured under the present 
military housing program. 
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The present provisions of law for military housing are continued for 
mortgages already insured and for projects which may be certified by 
the Secretary of Defense on or before June 30, 1955. 

The principal differences between the amendments in this bill and 
the existing program (Wherry Act) are as follows: 

(1) Wherry Act housing is maintained and operated by the private 
sponsors of the housing rather than by the Defense Department as 
under this bill. 

(2) Family housing under this bill is to be used as public quarters 
for armed services personnel and their rental allowances will be re- 
tained by the armed services. 

(3) Wherry Act housing loans are payable by the private sponsor. 
Under this bill, arrangements would be made for the direct payment of 
the loans and the costs of operation and maintenance by the Depart- 
ment of Defense out of funds appropriated for this purpose. Such 
appropriations are authorized under this bill in an amount not to 
exceed an amount based upon an average of $90 per month per living 
unit. 'lhis amount is the average rental allowance received by armed 
services personnel for whom housing under this program is intended. 

(4) The Wherry Act gives FHA some discretion in the determina- 
tion of need. Under this bill, the Secretary of Defense, after making 
certain findings, can make certification of need to FHA which would 
be conclusive on condition that the Secretary agrees to guarantee the 
FHA's insurance fund against loss with respect to the mortgage 
covering such housing. 

(5) This bill would limit any mortgage amount to the replacement 
cost of the property as determined by FHA (including the estimated 
value of utilities within the boundaries of the property, where owned 
by the United States, and not provided for from proceeds of the 
mortgage) and in no event will the mortgage exceed the successful bid. 
Such replacement costs shall not exceed an average of $13,500 per 
family unit. While no other dollar limitations, and no maximums or 
minimums of living space are included in the bill, the committee be- 
lieves the square foot limitations developed during the testimony of 
Franklin G. Floete, Assistant Secretary of Defense, should be closely 
followed. Assistant Secretary Floete stated that these limitations 
were a maximum of 2,100 square feet for officers of general rank, with 
the square foot allotment per dwelling unit graduated downward to 
1,080 square feet for enlisted personnel, as under appropriation acts 
providing funds for military housing. These limitations seem appro- 
priate and should be followed for housing under this bill. 

(6) Mortgagors are required to certify their costs under the Wherry 
Act, but there is no such requirement under this bill. Reliance is 
placed instead upon the requirement for competitive bidding. The 
committee is also advised that the Renegotiation Act, if reenacted in 
its present form, will be applicable to contracts awarded under this bill. 

(7) The interest rate on mortgages under this bill will be a maximum 
of 4 percent per annum. The maximum interest rate under the 
Wherry Act is 4% percent, the actual rate now in effect being 4% per- 
cent. 

(8) Under this bill, the mortgage would provide for amortization by 
periodic payments over a period of not more than 30 years. Amorti- 
zation under the Wherry Act is “within such terms as the Com- 
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missioner shall prescribe," which in a majority of cases has been 
approximately 32% years. 

(9) Under the Wherry Act, the FHA-insured mortgage covers 90 
percent of the replacement cost of a housing project. Under this bill, 
the FHA-insured mortgage will cover 100 percent of the replacement 
cost or the low acceptable bid, whichever is the lesser. 

The Department of Defense testified that there is a net deficit of 
housing for servicemen and their families at military and naval bases 
of approximately 234,000 units. The committee was impressed by 
testimony as to the necessity for eliminating this deficit. One of the 
paramount considerations is the fact that adequate housing undoubt- 
edly plays an important role in the decision of servicemen to remain 
in the services. The failure of highly trained specialists to reenlist 
results in immediate and substantial monetary loss to the Govern- 
ment. For example, in the Strategic Air Command alone, during the 
past 4 years, the services of 114,848 airmen have been lost through 
failure to reenlist. According to testimony before the committee, 
the loss of these men and their replacement by others results in a cost 
to the United States of $1,694 million. Also significant is the fact that 
Air Force personnel particularly are required to live on the base or very 
near it, in order that they may be subject to immediate call. 

Title IV of this bill is intended to provide a method of meeting the 
urgent requirements of the armed services. 

The committee will follow closely the actions taken by the Depart- 
ment of Defense and the FHA Commissioner under this legislation 
in order to assure that the new program functions smoothly and that 
the needed family housing for the armed services is acquired expedi- 


tiously. The committee will also closely observe the safeguards the 
Secretary establishes to avoid excessive and extravagant building. 


TITLE V—SMOKE ELIMINATION AND AIR POLLUTION 


The bill would add to the National Housing Act a new title X, to 
develop means to eliminate pollution of the air by smoke, fumes, 
gases, etc. 

The Secretary of Health, Education, and Welfare is authorized to 
undertake a research program to determine the causes and effects of 
air pollution, to develop devices and industrial methods for preventing 
and eliminating air pollution, and to provide guidance and assistance 
to States and local communities to prevent and control air pollution. 
The Secretary is authorized to enter into research contracts with, or 
make research grants to, State and local public agencies, and educa- 
tional institutions, and to enter into arrangements with industries 
and private organizations for cooperative studies. Research results 
are to be made fully available to the public. 

The Administrator of the Housing and Home Finance Agency is 
authorized to provide financial assistance to business enterprises to 
purchase or construct equipment to reduce the amount of air pollution 
in the area where the equipment is installed. With the Administra- 
tor’s consent, contracts for such assistance can be pledged for loans 
from private sources. 

This financial assistance is not to be available unless assistance 
is not otherwise available on reasonable terms and unless there is in 
existence an effective community program for controlling air pollution. 
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The committee received testimony to the effect that control and 
prevention of air pollution is a national problem. The Federal 
Government has already undertaken to attack other national problems 
such as slums and blighted areas by providing financial assistance 
for redevelopment and for low-cost housing. Because of the inter- 
state character of the pollution problem and because air pollution 
is one direct cause of slums and of blight, it is now appropriate that 
the Federal Government expand research programs and provide 
technical information on the control and prevention of air pollution. 
Such a Federal program should be supplemented by State and local 
action and efforts should be made to stimulate and facilitate public 
and private action at State and local levels. 

The committee emphasizes that no loans are to be made available 
under this Federal program unless the local community has already 
developed its own workable program for air pollution control. In 
such cases, it is possible that small businesses would find it difficult 
to finance the cost of purchasing and installing such equipment as 
would be necessary to comply with local regulations and therefore 
would require financial assistance. 

The committee was of the opinion that the existing program for ai 
pollution research in the Department of Health, Education, and 
Welfare should be expanded beyond what is now possible under the 
$500,000 budget now available. At the suggestion of the Secretary 
of Health, Education, and Welfare, the committee removed from the 
bill the proposed limitation of $3 million for research. Financial 
control over the program will be exercised through annual appro- 
priations. 


TITLE VI—FARM HOUSING 


The committee had under consideration proposals to amend title V 
of the Housing Act of 1949. These proposals are combined in a com- 
mittee recommendation to provide for extension of the existing pro- 
gram under title V of the Housing Act of 1949 and to retain the 
definition of a farm now included in that act. The bill as reported 
would provide an additional $100 million for farm loans authorized to 
be made on adequate farms, an additional $2 million to permit the 
payment of annual contributions made in connection with loans on 
potentially adequate farms, and an additional $10 million for special 
grants and loans required to make farm housing safe and sanitary. 

The new provisions also include a new insuring authority under 
title V of the Housing Act of 1949 and would set the interest rate on 
insured loans at not to exceed 445 percent. Thus, this latter amend- 
ment would be consistent with the VA program for home loans under 
which both insured and direct loans may be made, and under which 
the interest rates are 44% percent. 

During the entire life of the farm loan program under title V some 
19,000 initial loans were made for a total of $97 million. This pro- 
gram has not been operative since June 30, 1954, but the need for it is 
shown by the increase in loans made under the Bankhead-Jones Act 
during the same period. Despite the fact that the Bankhead-Jones 
Act does not provide the full coverage of title V, its loan volume 
increased from $28 million in 1954 to $41 million for the first 10 months 
of 1955. From the standpoint of economic soundness the records of 
the title V farm loan program indicate that a great preponderance of 
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the loans made have been sound. As of December 31, 1954, the regu- 
lar payments as a percentage of the scheduled installments on these 
loans were 105.6 percent. There have been very few foreclosures 
under the program. 

Title V of the Housing Act of 1949 provides for— 

(1) Loans for housing and buildings on adequate farms up to 33 
years at not more than 4 percent interest. 

(2) Similar loans for housing and buildings on potentially adequate 
farms, supplemented by annual contributions applied as a partial 
credit on interest and principal payments, can be made to owners 
of farms which through enlargement or improvement can be made 
self-sustaining within a period of not more than 10 years. 

(3) Loans and grants for minor improvements and minimum 
repairs to farmhouses and buildings to assure decent, safe, and sanitary 
housing and buildings, and loans to enlarge or develop farms. 

Assistance can be provided to farmowners for themselves or for 
their tenants, lessees, sharecroppers, or laborers. A “farm” is defined 
as a parcel or parcels of land operated as a single unit which is used 
for the production of agricultural commodities and which customarily 
produces or is capable of producing such commodities of a gross annual 
value of not less than the equivalent of $400 in 1944. 


CORDON RULE 


In the opinion of the committee, it is necessary to dispense with 
the requirements of subsection 4 of rule XXIX of the Standing Rules 
of the Senate in order to expedite the business of the Senate in con- 
nection with this report. 


SECTION-BY-SECTION ANALYSIS 
TITLE I—GENERAL HOUSING AMENDMENTS 


Section 101.—-(a) Amends section 2 (a) of the National Housing 
Act to extend the title I property improvement program of the FHA 
until July 1, 1960. 

(b) Amends section 2 (b) of the National Housing Act to increase 
the maximum permissible loan for improvement of existing structures 
from $2,500 to $3,000. 

Section 102.—(a) Amends section 203 (i) of the National Housing 
Act to repeal the separate limitation on FHA insurance authorization 
for farm housing mortgages. Insurance authorization for such mort- 
gages thus becomes a part of the overall insurance authorization for 
FHA, 

(b) Amends section 204 (f) of the National Housing Act to enable 
FHA to make final settlement of certificates of claim held by mort- 
gagees and refunds to mortgagors at any time after the sale or transfer 
of title by the FHA on sales housing acquired by FHA in cases of de- 
faulted mortgages. 

(c) Amends section 207 of the National Housing Act to enable 
FHA to insure mortgages on trailer courts or trailer parks. Such 
mortgages may not exceed $1,000 per trailer space or $300,000 per 
mortgage. 
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Amends section 207 of the National Housing Act to enable FHA to 
insure mortgages on rental properties having eight or more family 
units. 

(d) Amends sections 207 (c), 213 (b) and (c), and 221 (d) of the 
National Housing Act to change the maximum mortgage amounts in 
those sections from $5 million per mortgage to $12.5 million per 
mortgagor per housing market area 

Amends section 220 (d) of the National Housing Act to change the 
maximum mortgage amount in that section from $5 million per 
mortgage to $50 million per mortgagor per housing market area for 
all types of eligible mortgagors. 

(e) Amends section 213 (b) of the National Housing Act to enable 
FHA to arrive at an insurable mortgage amount based upon the 
estimated replacement cost instead of the estimated value. 

(f) Amends section 213 (d) of the National Housing Act to enable 
the FHA to insure a mortgage on a cooperative project which contains 
eight or more family units. 

(g) Amends section 217 of the National Housing Act to increase 
the general insurance authorization of the FHA by adding $4 billion 
to the amount of insurance outstanding as of July 1, 1955. 

(h) Amends section 220 (d) of the National Housing Act to enable 
FHA to arrive at an insurable mortgage amount based on estimated 
replacement cost instead of appraised or estimated value. 

(i) Amends section 227 of the National Housing Act to exempt from 
the cost certification requirement any single-family residence mort- 
gages insured under section 221. 

(j) Amends section 221 (a) of the National Housing Act to make 
the benefits of that section available to families living in an urban 
renewal area regardless of whether such families are forced to leave 
the area. 

(k) Amends section 223 (a) of the National Housing Act to enable 
the FHA to insure under section 213 mortgages secured by housing 
purchased from the Government. 

Section 103.—(a) Amends section 303 (b) of the National Housing 
Act to reduce the amount of FNMA stock, which sellers of mortgages 
are required to buy, from 3 percent of the unpaid principal of the mort- 
gage to 2 percent ‘of such unpaid principal. 

(b) Amends section 304 (a) of the National Housing Act to change 
the language under which FNMA establishes the prices FNMA will 
pay for mortgages so that these prices will be determined on a uniform 
national basis. 

(c) Amends section 305 of the National Housing Act to supplement 
the FNMA special assistance functions by authorizing the Association 
to enter into advance commitment contracts for purchasing mortgages 
insured by FHA under section 213 of the National Housing Act (co- 
operative housing). Such advance commitments may not exceed an 
overall amount of $50 million at any one time and not more than $5 
million can be made available for commitments in any one State. 

Section 104.—Amends section 604 (f) of the National Housing Act 
to enable FHA to make final settlement of certificates of claim held 
by mortgagees and refunds to mortgagors at any time after the sale 
or transfer of title by the FHA on sales housing acquired by FHA in 
cases of defaulted mortgages insured under section 603. 
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Section 105.—Amends section 104 of the Defense Housing and Com- 
munity Facilities and Services Act of 1951 to extend the defense 
housing program (both housing and community facilities) on a standby 
basis until July 1, 1956. 

Section 106. — (à) Amends section 103 (b) of the Housing Act of 
1949 to increase the capital grant authorization under the slum 
clearance and urban renewal program by $212.5 million to be made 
available on July 1, 1955, and $212.5 million to be made available on 
July 1, 1956. Enables the President to supplement this authorization 
by $100 million at any time. 

(b) Amends section 106 (e) of the Housing Act of 1949 to increase 
from $35 million to $70 million the amount of capital grant funds which 
may be given to an individual State over and above the 10-percent 
limitation otherwise applicable. 

(c) Amends section 110 (c) of the Housing Act of 1949 to permit an 
urban renewal project area which is not predominantly residential in 
character to be developed for nonresidential purposes. Not more than 
5 percent of the urban renewal funds allocated to the local public 
agency can be used for this purpose. 

Section 107.—Amends the Territorial Enabling Act of 1950 to enable 
the Territories to participate in the urban renewal program. 

Section. 108.—(a) and (b) Amend portions of the United States 
Housing Act of 1937 and certain appropriation acts to restore the 
public housing program to the numbers originally provided in the 
Housing Act of 1949; i. e., a total program of 810,000 units. Also 
repeal provisions contained in the Housing Act of 1954 which related 
new public housing projects to a slum clearance or urban renewal 
program and which set up other restrictions relating the number of 
public housing units to the number of people being relocated from an 
urban renewal area. 

(c) Amends the United States Housing Act of 1937 to provide that 
not more than 135,000 public housing units may be contracted for in 
any fiscal year, except that, in fiscal year 1956, this amount may be 
increased by the unused portion of the 35,000 units which were pro- 
vided for fiscal year 1955 under prior legislation. 

(d) Amends section 21 (d) of the United States Housing Act of 1937 
to increase from 10 percent to 15 percent the maximum portion of 
annual contribution and grant funds for public housing which may be 
made to any one State. 

(e) Amends section 607 (b) of the Lanham Act to give former 
owners of property being disposed of under that section, first prefer- 
ence in repurchasing suc ‘h property from the Government under such 
conditions as may be determined to be in the public interest. 

(f) Amends section 607 (f) of the Lanham Act to waive any down- 
payment requirement involved in the sale of the Southmore Heights 
war housing project in South Bend, Ind., to a tenants’ cooperative. 

Section 109.—(a) Amends section 2 of the United States Housing 
Act of 1937 to permit occupancy of a public housing unit by a single 
person 65 years of age. 

(b) Amends section 10 (g) of the United States Housing Act of 
1937 to give single persons 65 years of age, or married persons one of 
whom is 65 years of age, second preference in the occupancy of public 
housing units. First preference goes to persons displaced by the 
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development of a low-rent housing project, & slum clearance or re- 
development or urban renewal project, or by certain other government 
actions. 

(с) Makes technical changes regarding former residence, in section 
15 of the United States Housing Act of 1937, to cover single persons 
65 vears of age and elderly families as well as families of veterans or 
servicemen. 

(d) Amends United States Housing Act of 1937 by inserting a new 
section 30 which provides as follows: 

(1) Enables the construction of public housing projects de- 
signed in whole or in part for occupancy by elderly persons. 

(2) Limits the commencement of new projects designed for 
elderly persons to 10,000 units for each of 5 fiscal years beginning 
with fiscal vear 1956. These units are in addition to the 810,000 
units provided for the general public housing program. 

(3) Enables the reconstruction or remodeling of existing public 
housing projects so that they may be designed in whole or in 
part for occupancy by elderly persons. 

Section 110.—(1) Amends the Federal Home Loan Bank Act to 
reduce the amount that member banks must subscribe to the stock 
of a Federal home loan bank. At present member banks must sub- 
scribe at least 2 percent of the aggregate unpaid principal of all the 
home mortgage loans held. This amendment changes the 2-percent 
requirement to a l-percent requirement, or such higher percent, 
not over 2 percent, as the Home Loan Bank Board may prescribe. 

(2) Amends the Federal Home Loan Bank Act to enable the 
Home Loan Bank Board to remove from membership any member 
bank which has management policies or home-financing policies 
inconsistent with sound and economical home financing or incon- 
sistent with the purposes of the Federal Home Loan Bank Act. 

(3) Repeals section 6 (1) of the Federal Home Loan Bank Act, 
which repeal is necessary to complete change in stock requirement 
described in the discussion of section 110 (1), above. 

(4) Enables the Home Loan Bank Board to increase the number 
of elective directors of any Federal home loan bank having a district 
which includes five or more States. The number of elective directors 
can be increased to a number not in excess of twice the number of 
States in the district. 

(5) Makes the Home Loan Bank Board independent of the Housing 
and Home Finance Agency and changes the name of the Home Loan 
Bank Board to the Federal Home Loan Bank Board. 

Section 111.—Amends section 5 of the Home Owners Loan Act of 
1933 to correct an inadvertent provision in the Housing Act of 1954. 
This provision placed a dollar limitation of $2,500 on loans to be made 
by Federal savings and loan associations even though the mortgages 
were insured by FHA or guaranteed by VA. "The section as amended 
removes this limit on loans so insured or guaranteed. 

Section 112.—(a), (b), and (c) amend sections 402 and 404 of the 
National Housing Act to enable the Federal Savings and Loan Insur- 
ance Corporation to retire all its outstanding stock held by the Secre- 
tary of the Treasury by issuing its debentures to Federal home loan 
banks. 

(d) This technical amendment to section 406 of the National 
Housing Act regarding reports is necessary to complete the action 
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which makes the Federal Home Loan Bank Board independent of the 
Housing and Home Finance Agency, as provided in section 110 of this 
title. 

(e) Amends section 403 of the National Housing Act to enable the 
Federal Savings and Loan Insurance Corporation to charge admission 
fees which are commensurate with the cost of processing applications 
for admission to insurance coverage. 

Section 113.—Amends section 702 of the Housing Act of 1954 by 
establishing a revolving fund for making planning advances to public 
agencies for the construction of community facilities. The revolving 
fund would be built up by $12 million authorized on and after July 1, 
1956, $12 million on and after July 1, 1957, and $14 million on and 
after July 1, 1958. This $38 million added to the $10 million already 
available would bring the fund to a maximum of $48 million which 
would be maintained on a revolving basis thereafter. In addition, 
the HHFA Administrator’s authority to make planning advances to 
public agencies is made permanent. 

Limits the amount of advances which may be outstanding to 
public agencies in any one State to 10 percent of the aggregate author- 
ized for the revolving fund. The present limitation is 5 percent 
in any one State. 

Section 114.—Raises the compensation of the Community Facili- 
ties Commissioner, HHFA, from $14,800 to $15,000. 


TITLE II— PUBLIC FACILITY LOANS 


Section 201.— Declares the policy of Congress to assist States and 
their political subdivisions to provide essential facilities and to 
authorize the extension of credit where such is not otherwise available 
on reasonable terms and conditions. 

Section 202.—(a) Designates the Housing and Home Finance Ad- 
ministrator, acting through the Community Facilities Commissioner, 
to administer the program. Authorizes purchase of securities of, or 
loans to, States and their political subdivisions to finance specific 
public projects. Provides that no such loan shall be made for non- 
project operating expenses. 

(b) Powers granted to the Administrator are subject to the following 
limitations: 

(1) No financial assistance shall be extended unless it is not 
otherwise available on reasonable terms; loans shall be of such 
sound value or so secured as reasonably to assure retirement or 
payment; loans may be made either directly or in cooperation 
with private lending institutions. 

(2) Loans are limited to maturities not to exceed 40 years. 

(c) Requires that priority in processing will be given to applica- 
tions of small municipalities (population 10,000 or less) for assistance 
in the construction of basic public works, including waterworks, 
sewer facilities, and gas distribution systems for which there is urgent 
public need. 

Section 203.- —(a) To obtain funds to carry out this program HHFA 
is authorized to issue to the Treasury notes not exc eeding $100 mil- 
lion outstanding at any one time. Such notes shall bear interest at 
rates determined by the Treasury, taking into consideration the 
average rate on outstanding United States obligations of comparable 
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maturities at time of issuance. The Treasury is authorized to use 
roceeds from the sale of any securities issued under the Second 
Liberty Bond Act for this purpose. 

(b) Funds borrowed д this section shall constitute a revolving 
fund which may be used by the Administrator in the exercise of his 
functions under this title. 

Section 204.— Provides for general administrative authority for the 
public facility program. 

Section 205.—No public agency loans shall be made under section 
108 of the Reconstruction Finance Corporation Liquidation Act, as 
amended, after enactment of this act, except pursuant to applications 
filed prior thereto. 


TITLE III—COLLEGE HOUSING 


Section 301.—Amends section 401 of title IV of the Housing Act 
of 1950 in the following respects: 

(1) Expands the purposes for which loans may be made to 
include **other educational facilities" in addition to housing for 
students and faculty members (other educational facilities are 
defined in the explanation of sec. 303, below). 

(2) Provides that the HHFA cannot make the loan if the 
college can obtain a private loan on terms and conditions equally 
as favorable as the terms and conditions of the Federal loan. 

(3) Fixes the interest rate which HHFA can charge colleges 
at a rate of 2% percent, or one-fourth of 1 percent added to the 
rate of interest which HHFA pays the Treasury, whichever is 
the higher. 

(4) Increases the total ceiling on loans under this program 
from $300 million to $500 million, and provides that no more 
than $100 million may be loaned for ‘‘other educational facilities.” 

(5) Fixes the rate of interest which the HHFA must pay the 
Treasury at 2% percent, or the average annual interest rate on 
all interest-bearing obligations of the United States, whichever 
is the higher. 

(6) Provides that this program may not be used to make loans 
on construction which was completed prior to the filing of an 
application under the provisions of the act as amended by this 
title. 

Section 302.—Amends section 404 of title IV of the Housing Act 
of 1950 to include “other educational facilities” within the definition 
of the term “development cost,” which term is significant in deter- 
mining the amount of the loan to be made. 

Section 308.— Amends section 404 of title IV of the Housing Act of 
1950 in the following respects: 

(1) Redefines the term “educational institution” to specifically 
include junior colleges and to include educational or philanthropic 
corporations established by a college for the sole purpose of pro- 
viding housing or other educational facilities for the students 
or the faculty of the college. 

(2) Defines “other educational facilities” to include cafeterias 
or dining halls, student centers or student unions, infirmaries or 
other inpatient or outpatient health facilities, and other essential 
service facilities. 
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Section 304.— Provides that this title may be cited as the “College 
Housing Amendments of 1955. 


TITLE IV—ARMED SERVICES HOUSING MORTGAGE INSURANCE 


Section 401.—Amends title VIII of the National Housing Act, as 
amended, in the following major respects: 

(1) Under the definition of mortgagor in section 801 (b), 
includes the United States acting through the Secretary of Defense 
or his designee, and his assigns. 

(2) The military housing insurance fund created by section 
802 is renamed the armed services housing mortgage insurance 
fund. 

(3) Section 803 establishes an insurance authorization of $1,350 
million for this housing program, which amount is in addition 
to the general insurance authorization of the FHA. 

(4) Section 803 provides that title VIII shall terminate on 
June 30, 1958. 

(5) Section 803 gives the Secretary of Defense or his designee 
complete authority to determine the need for military housing 
at any military installation. However, if the Commissioner of 
FHA does not concur in the housing needs as determined by the 
Secretary, the Commissioner may require the Secretary to 
guarantee the armed services housing mortgage insurance fund 
against loss arising from insuring the mortgage on housing as 
to which there is a lack of concurrence regarding housing needs. 

(6) Section 803 provides that the amount of the insured mortgage 
may not exceed the FHA estimate of replacement cost, including 
the cost of land, physical improvements, and on-site utilities; 
that the mortgage amount may not exceed an average of $13,500 
per family unit for that part of the project attributable to dwelling 
use, except that where the project M utilities owned by the 
United States and not provided for out of the proceeds of the 
mortgage, the mortgage shall not exceed an average of $13,500 
per family unit including the value of such utilities; and that the 
mortgage amount may not exceed the amount of the low accept- 
able bid. 

(7) Under section 803 the mortgage shall provide for amorti- 
zation upon such terms as the FHA Commissioner shall prescribe 
and will have a maturity not to exceed 30 years, and shall bear а 
rate of interest not to exceed 4 percent per annum. 

(8) Section 803 enables the mortgagee to receive benefits under 
the mortgage insurance upon assignment of the mortgage to the 
FHA Commissioner. 

(9) Section 804 provides for payments into and investment of 
the insurance fund. 

(10) In section 805, as amended, reference to the act of 
August 5, 1947 (61 Stat. 774), has been removed. 

(11) Section 805 also authorizes the Secretary of the Army, 
Navy, or Air Force to lease or sell land as necessary to effectuate 
the purposes of this title. 

(12) Section 808 provides for the appointment of a Special 
Assistant to the FHA Commissioner, whose whole responsibility 
will be to expedite operations under this title. 
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(13) Section 809 provides that the cost certification required 
under section 227 of the National Housing Act shall not be re- 
quired with respect to mortgages insured under the provisions of 
title VIII as amended by the Housing Amendments of 1955. 

Section 402.—Authorizes the Federal National Mortgage Associ- 
ation to make commitments to purchase and to purchase mortgages 
insured under this title. 

Section 403.—(a) Authorizes the Secretarv of Defense to enter 
into contracts with any eligible builder to provide for the construction 
of housing on lands owned or leased by the United States and situated 
on or near a military reservation or installation. Also provides that 
the Secretary shall enter into contracts only after receiving com- 
petitive bids in the manner prescribed in section 3 of the “Armed 
Services Procurement Act of 1947. 

(b) Defines the term “eligible builder.” 

(c) Authorizes the Secretary of Defense or his designee to acquire 
by lease or otherwise the housing constructed pursuant to such con- 
tracts; to maintain and operate such housing; to assume or guarantee 
the payment of notes, mortgages, or other legal instruments required 
by the Commissioner of FH A; and to guarantee the armed services 
housing mortgage insurance fund against loss in the cases where so 
required. All rental or other payments made during any year in the 
case of any housing so acquired by the Secretary shall not exceed an 
average living unit payment of $90 per month and, in the case of any 
one of the military departments, total payments per month may not 
exceed $9 million. 

Section 404.—Authorizes the Secretary of Defense or his designee 
to acquire by purchase, donation, or other means of transfer, including 
proceedings to acquire by condemnation, any unimproved land or any 
housing financed with mortgages insured under the provisions of 
title VIII of the National Housing Act as in effect prior to the enact- 
ment of the Housing Amendments of 1955, which are adjacent to a 
military reservation or installation. The condemnation proceedings 
if employed shall be conducted in accordance with the provisions of the 
act of August 1, 1888 (25 Stat. 357), as amended. 

Section 405.—Authorizes the Secretary of Defense or his designee to 
assign quarters in any housing ac quired under this title to military 
personnel and civilian personnel approved by the Secretary of Defense 
or his designee and the dependents of such personnel. The Secretary 
is also authorized to withhold quarters allowances or appropriate 
allotments of the personnel so assigned. Also provides that, as far 
as is practical, each such project shall be operated on a self- liquidating 
basis whereby all expenses of capitalization, operation, and mainte- 
nance will be paid from quarters allowances or other funds withheld. 

Section 406.—Authorizes the Secretary of Defense or his designee to 
procure the services of private architects and engineers to carry out 
the purposes of this title. 

Section 407.—Contains general authority for appropriations that 
may be necessary to carry out the provisions of section 403 through 
406 of the title. 

Section 408 —Contains a general savings clause to maintain the pro- 
visions of title VIII of the National Housing Act in effect prior to this 
amendment for the purpose of administering outstanding mortgage 
insurance under title VIII and processing insurance applications on 
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projects certified by the Secretary of Defense by June 30, 1955. 
Also increases the maximum dollar amount from $5 million to $12.5 
million for each such mortgage which may be insured under the pro- 
visions of the title so maintained. 


TITLE V--SMOKE ELIMINATION AND AIR POLLUTION PREVENTION 


Section 501.—Amends the National Housing Act by adding a new 
title as follows: 


TITLE X—SMOKE ELIMINATION AND AIR POLLUTION 
PREVENTION 


Section 1001.—Contains a declaration of the Congress that smoke 
elimination and air pollution prevention are important in prevention 
and rehabilitation of slums and in conservation of health and property. 

Section 1002.—(a) Directs the Secretary of Health, Education, and 
Welfare to undertake a program of research and study concerned with 
(a) causes, hazards, and effects of air pollution; (b) devices, structures, 
mac hinery, equipment, and methods, etc., to prevent air pollution; 
(c) assistance to States and local communities. 

(b) Authorizes the Secretary to enter into research contracts run- 
ning for not more than 4 years. Provides for dissemination of results 
without regard to the provisions of section 306 of the Penalty Mail 
Act of 1948 limiting the mailing of material free of postage. 

(c) In carrying out research, directs the Department of Health, 
Education, and Welfare to utilize facilities of other Government 
agencies, and authorizes the Department to cooperate with State and 
local governments and private organizations, 

(d) Authorizes the Department to make grants to publie and 
private agencies for research, training. and demonstration projects, 

(e) Authorizes appropriations, for purposes of section 1002, of such 
sums as may be necessary. 

Section 1003.—(a) Authorizes the Housing and Home Finance 
Administrator to purchase obligations of, and to make loans to, 
business enterprises to aid in financi ing the purchase, installation, or 
construction of devices, structures, machinery, or equipment to be 
used by the business enterprise for reducing smoke, or air pollution 
or contamination in the community. 

(b) Provides that no financial assistance shall be extended under 
section 1003 unless (1) it is not otherwise available on reasonable 
terms and (2) the community has a workable program for dealing 
with the problem. All such financial assistance shall be so secured 
as reasonably to assure repayment and shall be made in cooperation 
with private lending institutions. 

(c) Provides that loans may be made subject to the conditions 
that, if equally favorable interest rates can be obtained, the loan 
contract may be pledged to others with the consent of HHFA. 

(d) Provides that the loans may not exceed 20 years, and that the 
Administrator shall determine the interest rate which shall be not 
less than 1 percent above an amount fixed by the Secretary of the 
Treasury by estimating the average vield on all outstanding market- 
able obligations of the United States having a maturity of 15 or more 
years, 
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(e) Establishes a ceiling of $50 million for loans outstanding at 
any one time under this title. 

(f) Authorizes such appropriations as may be necessary. 

(g) Provides that not more than 10 percent of loans shall be made 
within any one State. 

(h) Provides for general administrative authority for the loan 
program. 

Section 1004.— Provides that nothing in this title shall be construed 
to effect the availability of amounts otherwise appropriated for similar 
work nor to diminish any such programs now being carried on by a 
Federal agency. 

TITLE VI—FARM HOUSING 


Section 601.—Amends title V of the Housing Act of 1949 in the 
following respects: 

(1) Establishes a farm loan insurance program in the Farmers 

Home Administration in addition to the direct loan program of 
that agency under said title V. 

(2) The insured loans shall bear interest at a rate not to 

exceed 4% percent, shall carry an insurance premium payment of 

at least 1 percent of the balance of principal, and shall have such 


other terms and conditions as the Secretary of Agriculture may 
prescribe. 

(3) The Secretary shall utilize the loan insurance fund created 
by the Bankhead-Jones Farm Tenant Act in administering this 
new insurance program under title V of the Housing Act of 1949, 

(4) The aggregate amount to be insured in any one fiscal year 


shall not exceed $25 million. 

(5) Authorizes the appropriation of an additional $100 million 
for direct loans under the title V farm housing program for fiscal 
year 1956. 

(6) Authorizes the appropriation of an additional $2 million 
on July 1, 1955, for contributions by the Secretary to prevent 
defaults in payments on loans for potentially adequate farms. 

(7) Authorizes appropriations to the Secretary of Agriculture 
of an additional $10 million to be available on July 1, 1955, to 
make grants and loans for improvement and repair of certain 
farms as well as for enlargement and development of farms. 





INDIVIDUAL VIEWS OF MR. BUSH 


While I have not reached a final conclusion as to whether the Home 
Loan Bank Board should be accorded independent status, I am con- 
vinced that the question demands further study. I have reached this 
conclusion partly because of certain statements attributed to Mr. 
Walter W. McAllister, Chairman of the Board, which have been 
brought to my attention; and partly because the proposal was added 
to the bill without hearings being scheduled on it and without the 
introduction of legislation in the Senate. 

Mr. McAllister, participating in a panel discussion at the Palm 
Springs conference of the California Savings and Loan League, is 
quoted in the California Savings and Loan Journal of April 1955, as 
follows: 


Mr. McAcutster. You have heard Henry and Howard say that the most im- 
portant thing before the savings and loan business is to secure the independence 
of the Board. Some criticism of some of these proposed conversions has been 
raised. "The criticism has come from some of the things that have occurred or 
have been proposed in California. The statement is made that a group of people 
operating mutually and eooveratively build big reserves. Then the management 
and the directors become interested in acquiring those reserves. They convert 
that institution into a mutual company and then convert the mutual company, in 
accordance with the State law, into a permanent stock association. People who 
are on the in buy the stock for $100 or thereabouts and it has a book value of 
$200. $300. and up. Now I am not saving that is the case. I am not at all 
unsympathetic with what has been done. All I want to do is to see that there is 
no stink stirred up or any suits in connection with a matter of that kind at this 
particular time. Consequently, as an individual member of the Board, I would 
not act favorably or unfavorably on any applications for conversion at this 
particular time. I have no objection to their being submitted and considered in 
accordance with the Board’s previous action as soon as we find out where we stand 
on this matter that I regard as most important. ! believe from what I hear 
around that it would have been a rather fertile field of investigation and complaint 
against the savings and loan business, 


In view of the serious questions which present themselves as a result 
of the above statements, I believe that the Senate should have further 
information before it proceeds to act upon thè provision of the bill 
granting the Home Loan Bank Board independent status. For that 
reason, I hope that this provision will be stricken from the bill and 
the matter referred for further hearings. Also, because of the absence 
of any hearings, we have not had an adequate opportunity to learn 
exactly why the administration opposes the proposal. 
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Calendar No. 408 


SATH CONGRESS | SENATE { REPORT 
1st Session 


EXTENSION OF SMALL BUSINESS ADMINISTRATION 
JUNE 1 (legislative day, Mav 31), 1955.— Ordered to be printed 


Mr. Morse, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


[To accompany S. 2127] 


The Committee on Banking and Currency, having considered the 
same, report favorably a committee bill (S. ——) to amend the Small 


Business Act of 1953, and recommend that the bill do pass. 


GENERAL STATEMENT 


The Small Business Administration was created by Public Law 163, 
83d Congress, Ist session, which law also provided for the liquidation 
of the Reconstruction Finance Corporation. Public Law 163 pro- 
vides for the termination of the Small Business Administration on 
June 30, 1955, and your committee has considered several bills con- 
cerned with the continuation of the Small Business Administration, 
with changes in its enabling statute, and with supplementing present 
Federal programs designed to foster a thriving small business com- 
munity throughout the Nation. Specifically, the bills considered by 
the committee were: S. 16, S. 150, S. 381, S. 382, S. 383, S. 1500, and 
З. 1802. 

After study of testimony received in open hearings on the above 
bills and after careful consideration of the entire subject, the com- 
mittee determined to report a new bill containing specific features of 
S. 16, S. 382, S. 1500, and S. 1802. Complete explanation of this new 
bill appears below. 

PURPOSES 


The primary purposes of this bill are to extend the Small Business 
Administration for 2 years, to increase the loan limit of that agency 
from $150,000 to $250,000, and to enable SBA to make loans to dis- 
tressed small businesses in drought areas. 
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2 EXTENSION OF SMALL BUSINESS ADMINISTRATION 


The Small Business Administration has the following principal 
functions: 

(1) To make loans to small businesses, and to make disaster 
loans; 

(2) To enter into procurement contracts with other Federal 
agencies, and to perform under these contracts by subcontracting 
with small businesses; 

(3) To provide technical and managerial aids to small busi- 
nesses; and 

(4) To assist small businesses in obtaining Government con- 
tracts. 

Your committee believes that these functions are necessary to pre- 
serve free competitive enterprise, to insure that a fair proportion of 
Government contracts go to small business concerns, and to maintain 
and strengthen the national economy. While the program of the 
Small Business Administration is not necessarily the Le or the only 
way to achieve these objectives, we are satisfied that the SBA should 
be extended for an additional 2 years. This will enable the Congress 
to review the accomplishments of the agency after another 2 years of 
operations. We will continue to study the problems of small busi- 
nesses and their need for both long-term equity funds as well as short- 
and intermediate-term credit. We believe that continuation of this 
agency is the best action for the present, without foreclosing the 
possibility of other legislative measures dealing with this subject in 
the future. 

In this connection, the committee was impressed by testimony in 
these hearings, and the cumulative evidence over many years, as to 
the need for special tax benefits for small business enterprises. Small 
business is at a disadvantage in obtaining capital for operations and 
expansion by flotation of securities and borrowing and, therefore, 
must depend on retained earnings to a greater extent than do larger 
corporations. Small businesses are particularly burdened by tax 
provisions which fail to recognize the need for exemption from taxation 
of some reasonable part of earnings, and which jeopardize reasonable 
accumulation of surpluses in their corporate accounts. We believe 
our tax structure should recognize these facts and we strongly recom- 
mend their consideration by the Senate Finance Committee and the 
House Ways and Means Committee. Furthermore, we commend to 
the careful study of every Member of Congress Senate Report No. 
442, entitled “Tax Problems of Small Business," reported in the 83d 
Congress, Ist session, by the Select Committee on Small Business, 
United States Senate. 

In addition to the primary purposes mentioned above, this com- 
mittee bill makes several changes in the statute under which the 
agency operates. These changes are discussed individually in the 
sectional analysis which follows. 


SECTION-BY-SECTION ANALYSIS 


Combining disaster-loan fund and business-loan fund 

Section 1 of this bill amends section 204 (b) of the Small Business 
Act of 1953 by combining the $150 million business-loan fund with 
the $25 million disaster-loan fund, thus making a single $175 million 
fund for these purposes. The SBA testified that this change is de- 
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sirable from an administrative standpoint, and pointed out that this 
combined fund would insure against a rapid exhaustion of disaster- 
loan funds in the event. of a series of major disasters. 


Bonding employees, qualifying employees as notaries public, and au- 

thorizing 15 positions in grades GS-16, 17, and 18 

Section 2 (a) of this bill amends section 205 (a) of the Small Busi- 
-— Act of 1953 in three respects, as follows: 

Enables the Small Business Administration to pay the costs in- 
sane to bonding certain of its employees and incident to qualifying 
certain employees as notaries public. This appears to your com- 
mittee to be a desirable amendment and consistent with good Fed- 
eral administration. 

Authorizes the SBA to establish not to exceed 15 positions in 
civil-service grades GS-16, 17, and 18. The establishment of these 
jobs would be under civil-service standards and subject to the review 
of the Civil Service Commission. At the present time the SBA has 
been allotted 13 such positions from a quota provided for in the De- 
fense Production Act of 1950. The effect of this amendment is to 
increase the number of supergrade jobs to 15 and to provide the au- 
thority in the SBA statute. In this way, continued authority for 
these jobs will not be dependent upon extension of the Defense Pro- 
duction Act which, unless extended, will expire on June 30, 1955. 
Contracting for services of attorneys 

Section 2 (b) of this bill amends paragraph (7) of section 205 (b) 
of the Small Business Act of 1953 which will enable the Small Busi- 
ness Administration to obtain the services of attorneys by contract. 
The agency advised us that in many instances this me thod i Is prefer- 
able to the actual employment of attorneys, particularly in connec- 
tion with loan closings and other legal matters where it would be 
more costly to employ full-time attorneys with attendant travel 
expenses, 


Marimum compensation and erpenses for experts and consultants, and 

exemption of experts and consultants from conflict-of-interest statutes 

Section 2 (c) of this bill amends section 205 (c) of the Small Busi- 
ness Act of 1953 in two respects as follows: 

Fixes the rate of compensation for temporary experts and con- 
sultants at not to exceed $50 per day and fixes the allowance for sub- 
sistence and other expenses at not to exceed $15 per day. The act 
now authorizes the employment of experts and consultants for tempo- 
rary periods, and this amendment provides for maximum rates of 
compensation and maximum payments for subsistence and other 
expenses, which rates are consistent with maximum rates of other 
agencies in the executive branch. 

Enables the President to provide by regulation for the exemption 
of certain experts and consultants from the provisions of the conflict 
of interest statutes. Your committee found many examples of such 
exemptions associated with the employment of experts for temporary 
periods both by executive agencies and committees of the Congress. 
We believe that this matter is of sufficient interest and importance to 
the Congress that the Banking and Currency Committees of the Senate 
and the House of Representatives should be informed as to the use of 
this authority. Consequently, it is requested that the Small Business 
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Administration furnish these committees with an annual report con- 
taining the names of persons employed and receiving the benefits of 
this exemption, the nature of the work for which they are employed, 
and an explanation of the necessity for the exemption in each case. 


Increase of marimum business loan limit 


Section 3 (a) of this bill amends section 207 (a) (2) of the Small 
Business Act of 1953 by increasing the limit on a small-business loan 
from $150,000 to $250,000. Your committee received testimony that 
in many instances a loan of $150,000 is insufficient to meet a legitimate 
need of a small enterprise. While in some cases this problem is over- 
come by obtaining the participation of a private lender for the portion 
required in excess of $150,000, there are some cases where such partic- 
ipation is not obtainable. It was suggested that the SBA loan limit 
might reasonably be raised to $500,000 or even $1 million and still be 
within the bounds of a small-business loan. The committee carefully 
considered this matter and concluded that, while a need for raising the 
limit was demonstrated, a raise to $250,000 should prove sufficient to 
serve the vast majority of cases. 

Participation by SBA and private lenders in making disaster loans, and 
enabling SBA to make disaster loans to small businesses distressed 
because of drought conditions 

Section 3 (b) of this bill amends section 207 (b) of the Small Business 
Act of 1953 in two respects as follows: 

1. Enables the Small Business Administration to participate with 
private lenders in making disaster loans. This is a technical amend- 
ment to provide specifically in law for a practice which is desirable. 
An opinion of the Comptroller General states that in the absence of 
expressed statutory authority there is some doubt whether such 
participation is permitted under existing law. 

2. Enables the Small Business Administration to make loans to 
small businesses experiencing hardship attributable to drought con- 
ditions. The present law provides that the SBA may make loans 
determined to be necessary or appropriate because of floods or other 
catastrophes. This amendment would specifically provide that 
drought is in the nature of a catastrophe and that loans to small 
businesses in a drought area may be made, if the SBA determines 
that the business has suffered substantial economic injury as a result 
of the drought and if the President or the Secretary of Agriculture has 
determined that the drought is a major disaster or constitutes a 
production or economic disaster. 


Extending or renewing the term of oustanding loans 


Section 3 (c) of this bill amends section 207 of the Small Business 
Act of 1953 to permit the Small Business Administration to extend 
or renew outstanding loans for additional periods up to 10 years. 
The present law provides that business loans made by the SBA 
shall have a maximum term of 10 years, and that disaster housing 
loans shall have a maximum maturity of 20 years. The Small Business 
Administration testified that in some cases the orderly liquidation of 
an outstanding loan requires the renewal or extension of the loan. 
Similar authority was contained in the RFC statute and your com- 
mittee appreciates the desirability of this provision. If the agency 
has authority to renew an outstanding loan for an additional period, 





EXTENSION OF SMALL BUSINESS ADMINISTRATION 5 


it is frequently possible to cure defaults and to enable the borrower 
to recover from temporary conditions which affect his ability to 
repay the loan under its original maturity. 


Technica. change to permit continued operation of the SBA program for 
assisting small businesses to obtain Government contracts 


Section 4 of this bill amends section 214 of the Small Business Act 
of 1953 by perfecting the language so as to remove any doubt concern- 
ing the continuation of the SBA Government contract assistance 
program for small businesses. The present language of the law relates 
this program to a finding that the assistance is “in the interest of 
mobilizing the Nation's full productive capacity." Strictly speaking, 
it could be said that we are no longer in a state of “mobilization” of 
full productive capacity, but are in a state of “maintaining” full 
productive capacity. For this reason the statute is amended to 
include the concept of “maintaining” as well as “mobilizing” the 
Nation’s full productive capacity. 


Deletion of obsolete reference to the Small Defense Plants Administration 


Sections 5 (a) and (b) of this bill amend section 218 of the Small 
Business Act of 1953 by deleting a statutory direction which has been 
accomplished and which is no longer necessary in the Small Business 
Act. The obsolete portion provided for the transfer of certain per- 
sonnel and certain records from the Small Defense Plants Adminis- 
tration to the Small Business Administration. 

Extension of Small Business Administration to June 30, 1957 

Section 6 of this bill amends section 221 of the Small Business Act 
of 1953 by striking June 30, 1955, as the termination date for the 
Small Business Administration and inserting in lieu thereof June 30, 
1957. As explained in a prior section of this report, the committee 
considers the extension of the programs of the SBA to be necessary 
but thinks it wise for the Congress to review this program as well 
as the general subject of Federal assistance to small business no 
longer than 2 vears hence. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


SMALL Business Act or 1953 


a * ` © * = 

Бас. 204. * * * 

(b) The Administration is authorized to obtain money from the Treasury of 
the United States for use in the performance of the powers and duties granted 
to or imposed upon it by law, not to exceed a total of $275,000,000 outstanding 
at any one time. For this purpose appropriations not to exceed $275,000,000 
are hereby authorized to be made to a revolving fund in the Treasury. Advances 
shall be made to the Administration from the revolving fund when requested 
by the Administration. This revolving fund shall be used for the purposes 
enumerated subsequently in sections 207 (a), (b), (c), and (d). [Not to exceed 
an aggregate of $150,000,000 shall be outstanding at any one time for the pur- 
poses enumerated in section 207 (a). Not to exceed an aggregate of $25,000,000 
shall be outstanding at any one time for the purposes enumerated in section 
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207 (b)] Not to exceed an aggregate of $175,000,000 shall be outstanding at any 
one time for the purposes enumerated in sections 207 (a) and (b). Not to exceed 
an aggregate of $100,000,000 shall be outstanding at any one time for the pur- 
poses enumerated in sections 207 (c) and (d). The Administration shall pay 
into miscellaneous receipts of the Treasury at the close of each fiscal year, interest 
on the amount of advances outstanding at a rate determined by the Secretary 
of the Treasury, taking into consideration the current average rate on outstanding 
interest-bearing marketable public debt obligations of the United States of com- 
parable maturities. 
ж ж ж ж ж ж ж 

Sec. 205. (a) The Administration shall have power to adopt, alter. and use a 
seal, which shall be judicially noticed. The Administrator is authorized, subject 
to the sivil-service and classification laws, to select, employ, appoint, and fix the 
compensation of such officers, employees, attorneys, and agents as shall be neces- 
sary to carry out the provisions of this title; to define their authority and duties, 
[require bonds of them, and fix the penalties thereof] to provide bonds for them in 
such amounts as the Administrator shall determine, and to pay the costs of qualifica- 
tion of certain of them as notaries public. The Administration, with the consent 
of anv board, commission, independent establishment, or executive department 
of the Government, mav avail itself on a reimbursable basis of the use of informa- 
tion, services, facilities, including any field service thereof, officers, and employees 
thereof, in carrying out the provisions of this title. Subject to the standards and 
procedures under section 505 of the Classification Act of 1949, as amended, not to 
exceed 15 positions in the Small Business Administration may be placed in grades 
16, 17, and 18 of the General Schedule established by that Act, and any such positions 
shall be additional to the number authorized by such section. 

(b) In the performance of, and with respect to, the functions, powers and 
duties vested in him by this title, the Administrator may— 

w * * * * * * 


(7) in addition to anv powers, functions, privileges, and immunities other- 
wise vested in him, take any and all actions, including the procurement of the 
services of attorneys by contract, determined by him to be necessary or desirable 
in making, servicing, compromising, modifving. liquidating, or otherwise 
dealing with or realizing on loans made under the provisions of this title. 
(c) To such extent as he finds necessary to carry out the provisions of this 
title, the Administrator is hereby authorized to procure the temporary (not 
in excess of six months) service of experts or consultants or organizations thereof, 
including stenographic reporting services, by contract or appointment, and in 
such cases such service shall be without regard to the civil-service and classi- 
fication laws, and, except in the case of stenographie reporting services by organ- 
izations, without regard to section 3709, Revised Statutes, as amended (41 U.S. C. 
5) Any individual so employed may be compensated at a rate not in excess of $50 
per diem, and, while such individual is away from his home or regular place of 
business, he may be allowed transportation and not to exceed $15 per diem in lieu 
of subsistence and other expenses. The President is authorized to provide by regula- 
tion for the exemption of any such individual from the operation of sections 281, 283, 
284, 484, and 1914 of title 18 of the United States Code and section 190 of the Revised 
Statutes (5 U. S. C. 99) 
* * * * ж ж * 
Sec. 207. The Administration is empowered— 
(a) to make loans to enable small-business concerns to finance plant 
construction, conversion, or expansion, including the acquisition of land; or 
to finance the acquisition of equipment, facilities, machinery, supplies, or 
materials; or to supply such concerns with working capital to be used in the 
manufacture of articles, equipment, supplies, or materials for war, defense, or 
essential civilian production or as may be necessary to insure a well-balanced 
national economy; and such loans may be made or effected either directly or 5 
in cooperation with banks or other lending institutions through agreements to at t] 
participate on an immediate or deferred basis: Provided, however, That the trat 
foregoing powers shall be subject to the following restrictions and limitations: nati 
(1) No financial assistance shall be extended pursuant to (a) above (1 
unless the financial assistance applied for is not otherwise available on unde 
reasonable terms and all loans made shall be of such sound value or so ente 
secured as reasonably to assure repayment; no immediate participation taki 
may be purchased unless it is shown that a deferred participation is not Stati 
available; and no loan may be made unless it is shown that a participa- 
tion is not available; 
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(2 No loan shall be extended pursuant to (a) above if the total 
amount outstanding and committed (by participation or otherwise) to 
the borrower from the revolving fund established by this title would 
exceed [$150,000] $250,000, and no loan, including renewals or exten- 
sions thereof, may be made for a period or periods exceeding ten years, 
except that any loan made for the purpose of constructing industrial 
facilities may have a maturity of ten years plus such additional period as 
is estimated may be required to complete such construction; 

* * * * * * * 

(b) to make such loans (either directly or in cooperation with banks or 
other lending institutions through agreements to participate on an immediate 
or deferred basis) as the Administration may determine to be necessary or 
appropriate because of floods or other catastrophes, including necessary or 
appropriate loans to any small-business concern located in an area where a 
drought is occurring, if (1) the Administration determines that the small-business 
concern has suffered a substantial economic injury as a result of such drought, 
and (2) the President has determined under the Act entitled “An Act to authorize 
Federal assistance to States and local governments in major disasters, and for 
other purposes", approved September 30, 1950, as amended (42 U. S. C., secs. 
1855-18559), that such drought is a major disaster, or the Secretary of Agriculture 
has found under the Act entitled “An Act to abolish the Regional Agricultural 
Credit Corporation of Washington, District of Columbia, and transfer its 
functions lo the Secretary of Agriculture, to authorize the Secretary of Agriculture 
to make disaster loans, and for other purposes", approved April 6, 1949, as 
amended (19 U, S. C., secs. 1148a-1—1148a-3), that such drought constitutes 
a production or economic disaster in such area: Provided, That no such loan 
including renewals and extensions thereof may be made for a period or periods 
exceeding ten years except that where such loan is for acquisition or con- 
struetion (including acquisition of site therefor) of housing for the personal 
occupancy of the borrower, it may be made for a period not to exceed twenty 
vears; 

+ ж ж а * Ы 4 


(f) To further extend the maturity of or renew any loan made pursuant to 


subsection (a) or (b) of this section, be yond the pe riods stated therein, or a? y loa 
transferred to the Administration pursuant to Reorganization Plan Numbered 2 
of 1954, for additional periods not to exceed ten years, if such extension or renewal 
will aid in the orderly liquidation of such loan. 

* * * * * * * 

Sxc. 214. To effectuate the purposes of this title, small-business concerns 
within the meaning of this title shall receive any award or contract or any part 
thereof as to which it is determined by the Administration and the contracting 
procurement agency (A) to be in the interest of maintaining or mobilizing the 
Nation's full productive capacity, or (B) to be in the interest of war or national 
defense programs. 

n * * * * ж ж 

Sxc. 218. [(3)] The President may transfer to the Administration any func- 
tions powers, and duties of any department or agency which relate primarily to 
small-business problems. In connection with any such transfer, the President 
may provide for appropriate transfers of records, property, necessary personnel, 
and unexpended balances of appropriations and other funds available to the 
department or agency from which the transfer is made. 

[(b) The President may also provide for such transfers of records, property, 
and personnel from the Small Defense Plants Administration, during the period of 
its liquidation, as he considers appropriate to assist the Small Business Adminis- 
tration in carrying out its functions under this title. 

* * ж ж ж * * 

Sec. 221 (a) This title and all authority conferred thereunder shall terminate 
at the close of June 30, [1955] 1957, but the President may continue the Adminis- 
tration for purposes of liquidation for not to exceed six months after such termi- 
nation. 

(b) The termination of this title shall not affect the disbursement of funds 
under, or the carrying out of, any contract, commitment, or other obligation 
entered into pursuant to this title prior to the date of such termination, or the 
taking of any action necessary to preserve or protect the interests of the United 
States. 

* + * * ^ * 
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